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Bill Ackman’i§ 

Holy War 



ACTIVIST INVESTORS PLAY an impor- 
tant role in keeping business honest. 
They provide a cheek on free- 
spending CEOs and counter the 
inherent tendency of big companies 
to drift into bureaucratic sclerosis. 

In his nearly three-year battle 
against Herbalife, however, activist 
Bill Ackman has done something 
entirely new. His goal has not been 
to improve the company but to 
annihilate it. And he is using every 
tool at his disposal— his wealth, 
his connections, his cozy relations 
with my colleagues in the press— 
to achieve that goal. 

Conventional wisdom holds that hedge fund 
billionaires are driven by greed. Something else 
moves Ackman. If motivated by greed alone, he 
would have taken his profits and bolted long ago. 
Herbalife is his holy war, his white whale. He 
must kill it, whatever it takes, and he is utterly 
convinced of the righteousness of his cause. 

He is righteous, but is he right? Herbalife has 
clearly engaged in some sleazy business practices 
in its history. But most of those seem to be in the 
past. Ackman claims to be working on behalf of 
those abused by Herbalife’s multilevel-marketing 
business model. But the victims are surprisingly 
difficult to find. He calls it a pyramid scheme. But 
pyramid schemes are by definition unsustainable, 
while Herbalife is in its 35th year. 

Ackman is a smart guy, and perhaps he knows 
something we don’t. Even so, who made him 
judge, jury, and executioner? We have healthy— 
some would say too healthy— regulatory agen- 
cies in this country whose job it is to police such 
things. Do we need a billionaire hedge fund 
investor in the game as well? 

Don’t take my word for it. Read Roger Parlolf ’s 
deeply reported, scrupulously fair, and beauti- 




Hedge fund titan Bill 
Ackman is putting it all 
on the line to bring down 
Herbalife. 



fully told account of this 
very bizarre corporate saga. 
Then draw your own con- 
clusion (page 166). 

AND SPEAKING OF activist 
investors, you will find 
that the name Nelson Peltz 
shows up three times in 
this year’s list of the Most 
Powerful Women in busi- 
ness (page 90). He has 
tussled with a trio of our 
top 10: Pepsi CEO Indra 
Nooyi (No. 2), DuPont CEO 
Ellen Kullman (No. 5), 
and Mondelez CEO Irene 
Rosenfeld (No. 9). 

Rosenfeld fell to the 
combined pressure of Peltz 
and Ackman when she broke 
Kraft into two companies 
in 2011, and remained 
CEO of the global business. 
Now Peltz, who won a seat 
on her board, is at it again, 
with Ackman, pressuring 
her to cut costs or increase 
revenue. 

Nooyi cut a better deal, 
sticking to her strategic 
guns and giving a Peltz 
ally, former Heinz CEO 



Bill Johnson, a seat on her 
board. Kullman took the 
toughest line. She refused 
to cave in and has become 
something of a folk hero 
among the CEO crowd for 
defeating Peltz in a share- 
holder vote. 

My colleague Pattie Sellers 
has raised the question of 
whether Peltz has a problem 
with women. After all, 
only 24 of the CEOs on 
the Fortune 500 list are 
female. Why have three of 
them made his bull’s-eye? 
Perhaps it is a coincidence. 
In any event, this is clear: 
The women who make it to 
the top of our Most Power- 
ful Women list are tough. 
They can hold their own in 
a street fight. 




ALAN MURRAY 
Editor 
W @,alansmurray 




DuPont CEO Ellen Kullman has faced off with activist Nelson Peltz. 
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THE UNICORN 

Lavishly funded startups 
and the companies that 
serve them are changing 
the business landscape in 
surprising ways. 

N JANUARY, when 
Fortune put a unicorn on its 
cover to represent the new 
age of private enterprises 
with billion-dollar valua- 
tions, we thought it might 
signal a peak. Instead, uni- 
eorns have been proliferating 
like rabbits. The paee and 
size of funding announee- 
ments have only intensified 
in 2015— even as jitters in 
the broader stoek market 
stoke fears of a startup bub- 
ble. When our list debuted in 
January, we eounted at least 
80 of these so-ealled startup 
unieorns. Sinee then we’ve 
added 59 to the list. In 2010 
startups raised 29 rounds of 
funding worth $100 million 
or more; in the first half of 
this year alone there were 
almost four times as many. 

The resulting startup gold 
rush has had profound and 




Shown here, a lounge area at 
Dropbox, a cloud storage company 
founded in 2007 and now valued at 
$10.4 billion— making it a unicorn 10 
times over, with a value just shy of the 
GDP of Nicaragua. The company has 
raised more than $1 billion to date and 
now boasts office space that proves 
it’s not afraid to spend it. 



12 I FORTUNE.COM | September 15, 2015 



PHOTOGRAPH BY BRUCE DAMONTE 



fill 




HBlB 



lilHUi 



Dropbox’s offices may be a case study in why West 
Coast office rents are soaring. The company’s cur- 
rent space is near San Francisco’s AT&T park, and it’s 
developing an additional 292,000 square feet of space in 
the city’s SoMa district. 



Geremia Design, 
founded by 32-year- 
old Lauren Geremia, 
created Dropbox’s 
interiors, including this 
mural made from— 
what else?— 23,000 




These wooden work 
desks were built by 
Ohio Design, a San 
Francisco-based 
furniture maker that 
has seen its sales rise 
25-fold in recent years 
thanks in part to uni- 
corn clients like Uber, 
Airbnb, and Square. 
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WHATGOESUP 



THE RISKS OF BEING A UNICORN 



wide-ranging effects. Some 
credit the boom with driv- 
ing up San Francisco rents, 
which are set to surpass 
New York City’s this year 
for the first time since the 
dotcom bubble. Others say 
it’s making talent in the Bay 
Area just as pricey: Yelp CEO 
Jeremy Stoppelman recently 
said the unicorn boom had 
contributed to higher payroll 
costs. The only option? 

“Hold the dam on that whole 
thing and ride it out,” he says. 

Meanwhile, businesses 
that cater to startups are 
thriving, including actual 
catering companies Cater2 
.me and ZeroCater, which 
supply employees at billion- 
dollar startups like GitHub 
and Eventbrite with gourmet 
fare. Because of their man- 
date for breakneck growth 
at all costs, startups have 
specialized needs, creating 
opportunities for unicorn- 
friendly service providers. 

Take Ohio Design, a San 
Francisco company that 
makes artisanal office furni- 
ture for clients like Square 
and Uber. Sales have shot up 
25-fold during this boom, 
says founder David Pierce. 

“I feel like we’re building 
the picks and shovels for the 



gold miners,” he says. 

Ohio Design isn’t alone. 
Custom Spaces, a commer- 
cial real estate firm that has 
worked with unicorns like 
Airbnb and Dropbox, has 
thrived by working specifi- 
cally with new companies, 
which tend to outgrow 
offices quickly. Same for 
TaskUs, a startup that has 
raised $15 million itself to 
help the likes of Uber out- 
source customer service and 
back-office support to the 
Philippines. HomePolish, an 
interior-design company that 
counts Blue Apron and Gilt 
Groupe as clients, regularly 
fields startups’ requests for 
phone booths, bar carts, and 
Ping-Pong tables. 

But no corner of the econ- 
omy has felt the unicorn ef- 
fect as profoundly as venture 
capital. Last year VCs plowed 
$56.4 billion into startups, 
the most since 2001, accord- 
ing to CB Insights. Increased 
competition for the hottest 
deals means firms must 
distinguish themselves with 
startup-friendly services. 

The sawiest ones now also 
provide PR, recruiting, mar- 
keting, and design assistance 
to portfolio companies, 
along with lavish rooftop 



^ GLOBAL NUMBER 
OF UNICORN 
COMPANIES 




2009 2015 



parties and CEO summits 
in the Hamptons. Last year, 
in a bid to appear as pro- 
entrepreneur as possible, 
Felicis Ventures pledged to 
side with founders in any 
decision, forfeiting voting 



Since January, 59 new startups got 
theirunicorn horns— with brand-new 
billion-dollar valuations. Only three 
went publia and nonewereacquired. 

This isn't how venture capital is 
supposed to work. Even if you assume 
that $1 billion valuations for zero- 
revenue companies make sense, the 
purpose offending them is still to gen- 
erate a return. And the longer unicorns 
waitto go public— enabled by both the 
JOBS Act and VC tourists like mutual 
funds— the more riskfundsassume. 
At some point investors in VC funds 
are going to demand their money. 

Qualtrics CEO Ryan Smith said at 
Fortune's Brainstorm Tech confer- 
encethisyearthatgetting kudosfor 
a large fundraise is "like congratu- 
lating someonefortaking on their 
mortgage." Andweall knowwhat 
happenswhentoo many mortgages 
are written withoutpaying enough 
attention to howthey're going to be 
paid off. —Don Primock 



rights. There’s even a new 
firm called Unicorn Capital 
Partners, poised for what it 
calls “the start of the Age of 
Unicorns.” If this is a tech 
bubble, investors don’t seem 
terribly concerned. 




NOT ALL 
UNICORNS 
ARECREATEO 
EQUAL 

YOUR STARTUP 
MYTHOLOGY- 
JARGON CHEAT 
SHEET* 




MY LITTLE PONY 

A startup worth 
$10 million 
or more 



O 

CENTAUR 

A startup worth 
$100 million 
or more 



o 

DECACORN 

A startup worth 
$10 billion 
or more 



O 

QUINQUAGINTACORN 

A startup worth 
$50 billion or 
more [see Uber] 



O 

UNICORPSE 

A former unicorn, 
now valued at less 
than $1 billion 



o 

o 
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When it comes to flying, lt*s the little things that make the journey great. 

Like a more comfortable seat, additional meal and beverage choices, and exclusive 
privileges. All brought together by the same award-winning service you love. 

It's just one of the lengths we go to, to bring you a great new way to fly. 
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A GREAT NEW WAY 

EXTRA COMFORT, EXTRA CHOICES. EXTRA PRIVILEGES. 
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CHARTIST 

THE GENDER 
WAGE GAP 



The normal caveats apply: Women take more time out 
for child rearing, for instance— but the inescapable fact 
remains that they make less than men in all but two of 
the occupations for which the U.S. publishes data. Gender 
parity in wages still has a long way to go. 



WOMEN'S EARNINGS AS A 

PERCENTAGE OF MEN'S [FULL-TIME WORKERS] 

102 % 

100 PARITY LINE 



Stock clerks, 
order fillers 



Cooks 






In all jobs below this line, 
women make less money 
than men in the same 
occupation. 



Health practitioners, 
support technologists, 
and technicians 



Female bus drivers make only 
94.50 for every dollar a man 
makes in the same position. 



1 



Maids 



Civil 

engineers 



Correctional 

officers 



Bus drivers 



Purchasing 

managers 



Cashiers 

I 



Social 

workers 



Tellers — 



Bakers 



Paramedics 



Secondary- 

school 

teachers 



Physical 

therapists 



Special-education 

teachers 



Chefs and 
head cooks 

Hand laborers, 
material movers — 

Computer 
programmers — 

Agricultural — 
workers 



Security 

guards 



Butchers 



Supervisors 
of nonretail 
sales workers 



General managers 

r and operations . , 

managers 



n 



I 

Pharmacists 



Hand packers 



Customer service 
representatives 

I 



Software 

developers 

Computer-support 
specialists - 



Postal service — 
mail carriers 



Web 



Lawyers 



developers 



Financial 

analysts 



Supervisors of 
food preparation 
and serving workers 



Wholesale and 
retail buyers 



Elementary and 
middle-school 
teachers 



Social and 
community 
service managers 

p Supervisors of office workers 

Waitresses 

Claims adjusters, appraisers, 

examiners, and investigators 



Receptionists 
and information 
clerks 



Licensed 

nurses 



Administrative 

assistants 



Metal and plastic workers 



“ Designers 



Sales representatives, — 
wholesale and manufacturing 



Medical 

scientists 



Driver/sales 
workers 
and truck 
drivers 



Clergy 



Police and sheriffs 
patrol officers 



Janitors and 
building cleaners 



Engineering 

tecnnicians 



Chief 

executives 



Assemblers and 
fabricators 

Supervisors 
of retail sales 
workers 



Accountants and auditors 

Market research analyse 
and marketing specialists 



Post-secondary 

teachers 



Insurance 



Loan 

officers 



Training and development 



Retail 

salespeople 



Bartenders 



— Real estate brokers 



Recreation and 
fitness workers 



Human 

resources 

managers 

I 



Supervisors of 
production 

and operating workers 



I 



Supervisors of 
Janitorial workers 



Securities, commodities, and financial — 
services sales agents 



Marketing and 
sales managers 



Financial 

managers 



Physicians and surgeons 



Personal financial advisers 



MORE 
- MEN 



MORE 

WOMEN- 



^0 



50 



Data include workers 16 and older. For younger 
women (who are less likely to have taken time 
off to start a family) the average wage gap is 
significantly smaller. Men tend to work addition- 
al hours on average, which also has an impact 
on overall pay. Occupations listed are a selection 
taken from Bureau of Labor Statistics data. 

For a full list of all professions, visit 
fortune.com/womengap. 

PERCENTAGE OF WOMEN WORKERS IN EACH OCCUPATION 

* I” 

60 70 80 90% 



16 I FORTUNE.COM | September 15, 2015 



GRAPHIC BY NICOLAS RAPP 




Nice Threads 



Sec the Great. Feel the Great 



It’s tl^ warmth of beaytiFully stitchtd genuine 
leather that fits the hand i^turally It's a S S" IPS 
Quantum QuadHO display and T 6 MP camera with 
an f/1 .8 lens underneath it It's a smartphone that 
performs as beautiFulty as it looks. It's the 
ail*riewGd from US. 



MAviv.LG.com/G4 





0WISLfifliini9mUiAfett 



i«fwppap^G#'l(^f 



'T*r^' 
1 ^ 
1 A 




PROJECTED RECREATIONAL MARIJUAHA SPENDING IN 2020 

in tjfDdc Lhs fistimotfid sizs of the market (S mpWtonsJ for momBdlcal marljuQr\a In the 
11 places expected to It ne>ct. {Ic1s Dlreody Isgol In Alaska Woshlngton. 
Coforoda af7d DrsganJ Height and color of the stote Indicate the percentage of people 
who smoked In the post 12 months in 2013 [latest ava'iloPle data]. 
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The 

United 

states 

of 

Weed 

THE ERA OF legal pot 
Is upon us. And the 
proof lies In all the 
green that green will 
yield: By20&the 
states likeliest to 
legalize are projected 
tohostamultl- 
bllllon-dollar market 
around the plant— a 
potentially compel- 
ling argument for the 
rest to follow suit. 
—Tory Newmyer 



ALARMISM 

THE EMERGING-MARKETS CRISISTHATWASN’T 

IT ONLY LOOKS LIKE INVESTORS ARE FLEEING DEVELOPING ECONOMIES. 



I rs BEEN a scary 
summer for 
emerging mar- 
kets. In August 
the MSCI bench- 
mark collapsed by 
9%, fueling fears beyond stock 
losses— chiefly that foreign 
investors were cutting bait. 

The financial press sounded 
the alarm about tbe problem 
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after tbe 15 largest emerg- 
ing economies faced bigger 
capital outflows in tbe first 
guarter of this year than they 
had during the same period 
of the financial crisis in 2009. 
All that hot money rushing out 
of a country could destabilize 
financial systems and wreak 
havoc with its currency- 
leading to full-blown crises. 

But that's probably not 
wbat's really happening. 

While the outflows are 
real according to Emerging 



Advisors Group, much of it 
has originated from a single 
source: China. Flows from 
other emerging markets this 
year appear relatively normal. 
The group's president, Jona- 
than Anderson, a respected 
emerging-markets watcher 
formerly of UBS, concludes 
that "there is no EM-wide 
capital flows problem." 

But is there one in China? 
Yes, Anderson says, though 
even there it's not as bad as 
it sounds. Hot money isn't 



escaping China, nor are rich 
officials and elites running off 
with cash to Australia. Instead, 
many inside the country are 
leaving China's currency for the 
soaring dollar. 

What's more, EM stock 
outflows have peaked, says 
Mirae Asset Securities. Unless 
the numbers get a lot worse, 
don't panic over emerging 
markets. —Scott Cendrowski 
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STEAK IS BACK (BUT 
HOLD THE CHAMPAGNE) 

Today s austerity-era steak houses serve more than 
just heef, and sales are sizzling. By John Kell 



T he STEAK 

house has 
long been 
considered 
a leading 
economic 

indicator. When times are good, 
financiers make deals over 
expense-account dinners. When 
times are bad, it’s carryout. 

So it’s good news, then, that 
Americans’ animal spirits— that 
is, Americans’ appetite for 
animals and spirits— seem to be 
rising. For the past three years 
steak houses have averaged 6.5% 
sales growth, according to Tech- 
nomic. That’s as high as it was 
before the crash and far outpaces 
the 3.6% growth at regular full- 
service restaurants. 

But today’s American steak 
house is a different beast than be- 
fore the financial crisis. Instead of 
relying solely on pricey plates of 



filet mignon, menus are packed 
with burgers, tacos, salads, and 
seafood. At Outback Steakhouse, 
71% of the chain’s locations are 
now open for lunch. Even opulent 
Brazilian chain Fogo de Chao has 
recently tested a more afford- 
able Sunday lunch option. “Steak 
places are doing promotions for 
$7 to $9 burgers and fries,” says 
NPD restaurant-industry analyst 
Bonnie Riggs. “That isn’t too bad 
of a price point.” 

As the sector hums along, three 
steak houses have gone public in 
as many years. Most are under- 
performing the market, though, 
because of high beef prices and 
industrywide competition from 
fast-casual chains. Fogo de Chao 
chief Larry Johnson says he’s not 
worried, despite his stock drop- 
ping 26% since its June IPO. The 
fundamentals are strong, he says; 
“Americans love steak.” 





In hisnewbookof alternative financial defini- 
tions, Jason Zweig explains some of Wall Street s 
favoriteterminology. Here, a sampling. 



^ SYNERGY *71. 

Often the onlything 
one company gets 
when it buys an- 
other. Because no 
one, including any 
of the executives 
involved, knows 
what synergy is, it 
seidomturnsout 
to have been worth 
paying for. 

DOVE *77. 

Acentrai banker 
whobelievesthat 
an economy that 
hasn't responded 
to anything else the 
central bankhas 
done will respond 
when it cuts inter- 
est rates. 

HAWK *77. 

Acentrai banker 
whobelievesthat 
an economy that 
hasn't responded 
to anything else the 
central bankhas 
done will respond 
when it raises inter- 
est rates. 

MODEL «t;. 

To write complex 
mathematical for- 
mulasthat capture 
every conceivable 



variable in every 
possiblesituation— 
except, that is, the 
onethatisaboutto 
happen next, de- 
stroyingthevalue 
ofthe portfolio built 
onthemodel.Asa 
noun, "model" can 
bestbe defined as 
a "weapon of math 
destruction." 

POTENTIAL 
CONFLICT OF 
INTEREST * 77 . 

An actual conflict of 
interest. 

SHORT-TERM 

On Wall Street, 30 
secondsorless— as 
opposed to LONG- 
TERM, which is 30 
secondsormore. 

BULL * 77 . 

Apersonwho be- 
lieves thatan asset 
will go up in price, a 
belief often based 
onlyonthefact 
thatthe person 
happensto own it. g 

Abull infull stomp ^ 

isalmostincapable " 

of absorbing any Z 

evidence suggest- § 

ingtheassetmight o 

go down instead. o 
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The Goldman Sachs & Fortune 

GLOBAL WOMEN LEADERS AWARD 



CELEBRATING THE POWER OE WOMEN 



Fortune and Goldman Sachs are pleased to partner and present the annual Goldman Sachs & Fortune Global Women Leaders Award. 

This year’s award will go to two international business leaders who have participated in the Fortune/U.S. State Department Global Women’s 
Mentoring Partnership or the Goldman Sachs 10,000 Women initiative, have applied learnings to their businesses, and have effectively 
demonstrated the multiplier effect of investing in women. The award will be announced October 13 at the Fortune Most Powerful Women 
Summit in Washington, DC. 

The Fortune/D.S. State Department Global Women’s Mentoring Partnership enables rising-star women from developing countries 
to work with leaders in the Fortune Most Powerful Women community. 

The Goldman Sachs 10,000 Women Initiative is a campaign to foster economic growth by providing women entrepreneurs around the 
world with a business and management education and access to capital. The initiative has reached women from 56 countries through a 
network of 100 academic, nonprofit, and bank partners. In 2014, in partnership with International Finance Corporation (IFC), 10,000 Women 
launched a $600 million finance facility to enable 100,000 women entrepreneurs to access capital. To date, the facility has completed nine 
transactions, totaling $180 million in nine countries, that will reach 25,000 women. In July 2015, President Cbama announced a $100 million 
commitment by the Cverseas Private Investment Corporation to the facility to help 10,000 Women and IFC close the global credit gap for 
women entrepreneurs. 



To learn more about this program visit: 

www.GoldmanSachs.eom/10000women 



©GSIOKWomen 
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GLOBAL POWER PROFILE 

TINY STATE, 

BIG FIGHTER 

Rhode Island’s new Democratic governor, 
Gina Raimondo, is taking on some of politics’ 
most toxic battles— and she’s winning. 

By Dan Primack 




R hode ISLAND Gov. Gina 

Raimondo is touring the back 
room of a silk-screening 
shop in East Providence, talk- 
ing up ho’w her new budget 
helps small businesses. The 
air is humid and sweet like a laundromat’s, but the 
blazer-clad Raimondo doesn’t seem to mind. She 
smiles as she spots a run of black T-shirts hurtling 
dovm the folding rack, each one with bright pink 
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Before becoming Rhode Island’s 
first female governor, Raimondo 
founded its first VC fund. 



lettering that says, designed 
TO BE BRAVE. It’s a coinci- 
dence, the shop’s ovmer says, 
but with Raimondo’s history, 
no one would be surprised if 
it weren’t. 

Last November the 
44-year-old became the first 
Democratic governor in 
Rhode Island in more than 
two decades, but she won 
after angering some party 
allies. In Raimondo’s previ- 
ous role as state treasurer, 
her pension overhaul slashed 
cost-of-living increases for 
public employees, increased 
their retirement age, and 
moved them from a defined- 
benefit plan into a hybrid 
system that included defined 
contribution. Unions were 
livid, and the resulting con- 
test drew national attention 
G^oth admiring and furious) 
to the state, as well as to the 
little-known former venture 
capital exec who pushed the 
reforms into existence. 

For Raimondo, who 
attended Harvard, Yale, 
and Oxford (as a Rhodes 
Scholar), the politics of 
reform were subservient 
to the math. She originally 
ran for treasurer after hear- 
ing that budget cuts were 
threatening local libraries, 
and became convinced that 
the state pension system- 
then funded at just 48%, 
second-worst in the nation— 
was patient zero in Rhode 
Island’s economic malaise. 
She barnstormed the state, 
telling a story of actuarial 
tables and the failure of both 
politicians and unions. At the 
same time, she increased 
the pension funds’ exposure 
to hedge funds and other 



high-fee investments, leading 
some to accuse her of selling 
out cops and teachers. 

When her reforms passed, 
unions sued. Voters, how- 
ever, felt differently, sending 
Raimondo to the governor’s 
office shortly after. In June 
the state settled the bulk of 
the lawsuits— keeping most 
of her core reforms in place 
after more than a year of 
mediations. 

“There is so much hand- 
wringing and talking in poli- 
tics,” Raimondo said, during 
a conversation in her State 
House office. “My approach 
is to define the problem and, 
if we can all agree on that, 
then I’m willing to compro- 
mise a ton on ways to fix it.” 

It’s working: Her recent 
budget passed unani- 
mously in the state’s House. 
Designed to address unem- 
ployment and growth, it 
eliminated a sales tax on 
commercial energy use, 
added a tax to Airbnb-type 
vacation rentals, lowered the 
minimum corporate tax rate, 
and increased K-12 spending 
(including funding for school 
construction and an all-day- 
kindergarten mandate). 

Besides being held up 
as a model for other cash- 
strapped governments, the 
state’s recent successes have 
fueled speculation about 
Raimondo’s future. Asked 
about it, she demurs— mostly. 
“I can’t imagine myself doing 
anything in the legislative 
branch.” But? “I really like 
putting a team together and 
getting things done in the 
executive branch.” Just one 
more reason Rhode Island is 
worth watching, fl 





HELP TAKE CARE 
OF YOUR PEOPLE 
AND BUSINESS 
TOGETHER. 




With Zurich, you can get 
a variety of tailored global 
solutions: employee 
benefits, liability and 
property insurance. 

And tf you consolidate 
them ifvto a single captive 
it could be finandatly 
beneficial - giving you 
greater control of your 
insurance portfolio. 

FIND OUT MORE AT 
zu rkh.com/c3ptives 
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ZURICH INSURANCE. 
FOR THOSE WHO TRULY LOVE THEIR BUSINESS. 
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L.A. AUTO SHOW 



The Elio will be a 
fuel-thrifty vehicle and 
cost just $6,800. It is due 
to go on sale in 2017. 



GHANDBLLER 






Truf 

InnoVatiTe 
Auto 
l^tartups 

THESE COMPANIES MAY CHANGE 
HOW CARS ARE BUILT, BOUGHT, 

AND DRN EH. By Sue Callaway 



T he LINE BETWEEN the technol- 

ogy and automotive industries 
eontinues to blur, and more 
startups are ereating serviees 
and produets that eould 
transform the transportation 
seetor. Whieh are the most promising? The Los 
Angeles Auto Show’s Conneeted Car Expo reeently 
assembled exeeutives from Mierosoft, Google, 
AT&T, and others to vet dozens of eompanies. 

Here are the 10 ehosen as the hottest startups. 
“[They] impressed us with their unique perspee- 
tive, the strength of their vision, and their flat-out 
innovation,” says Miehelle Avary, lead advisory 
board member. “These eompanies are beyond 
just eool— we think they will help make the entire 
automotive industry better.” 



[jMiHl 

Founder Paul Elio has" 
engineered a super- 
efficient, low-cost 
[$6,800]three- 
wheeled vehicle. 
Legallyclassifiedas 
a motorcycle, itseats 
twopeoplefrontto 
back, making ithalf as 
wideasatypicalcar 
andthereforetwice 
asaerodynamic.The 
result: gas mileage 
ofS^mpg. Following 
theTesla model, Elio, 
based in Detroit, will 
sell through retail 
stores. When you 
need service, you can 
takeittoanyofthe 
600 Pep Boysshops 
acrosstheU.S. The 
vehicle hassuccess- 
fullyundergone all 
National Flighway 
Traffic Safety Admin- 
istration [NHTSA] 
crash-testing. 
Production beginsin 
2016; already there 
are A5,000 orders. 



m 



liMI 



This Silicon Valley startups voice-recognition technology can be 
contained on a chip, so it provides high-quality results without the 
I needforan Internetconnection. Using pattern recognition, Capios 
algorithms also can identify extraneous background noises and learn to ignore them. 
Capio says it can embed its chip into any existing vehicle and will begin delivering to a 
major automotive supplier later this year. 
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Founders (from left) Carolyn Yashari Becher, Joanna McFarland, and 
Janelle McGothlin have created a safe car service for kids. 






HIGH MOBILITY 



This German firm 
has developed soft- 
ware for automakers 
that enables users 
to make themselves 
"visible" to their cars 
via a smart device. 
Soanyvehicleyou 
get into knows who 
youareandhowyou 
like to drive, and it 
can read real-time 
information, such as 
your heart rate from 
a Fitbitand other 
wearable devices. 
BMWfeatured High 
Mobility's systems 
atthe Consumer 
Electronics Show 
thisyearto dem- 
onstrate exactly 



howasmartwatch 
could be usedto 
operate an iSwith 
gesture control. The 
software will come 
to market through 
carcompaniesand 
connected-car 
service providers. 




The Albuguergue 
company makes 
powerful semi- 
conductor lasers 
that help self- 
driving cars "see" 
and thus react 
appropriately. From 
an area the size 
ofyourthumbnail. 
TriLumina's sen- 
sors deliverfive 



kilowatts of optical 
power— the eguiva- 
lentof 80 high- 
beam headlights. 
TriLumina expects 
to be in market 
with its solid-state 
LiDAR sensors 
in 2017. 




Usingthe multiple 
sensors embed- 
ded in a cellphone. 
Driversiti's software 



replaces a car's ac- 
tive safety systems. 
Itisdesignedto 
learn yourdriving 
habits and alert you 
ifthere's a sudden 
and potentially 
dangerous change, 
suchassloppy 
steering. It can also 
identifyhazardous 
road conditions and 
feed that informa- 
tion in realtimeto 
the cloud. Driversiti 
saysithastheonly 
patent forcrash 
detection by a smart 
device. Itwill begin 
licensing its soft- 
ware to businesses 
suchascarclubs. 
trucking giants, and 
car manufacturers 
next year. 




NEBULA SYSTEMS 




HOPSKIP DRIVEOne of the problemsworking parents face is. 
Who will drive their kids to after-school activities? Three Los 
Angeles professionals who are also mothers created an Uber- 
style app that rigorously screens applicants driving records 
and child-care experience. The company currently services 
the greater Los Angeles area and plans to expand to other 
U.S. cities. 




Quanergy says its LiDAR sensors are 
more accurate, powerful, and 
reliable than any competitor’s. 



QUANERGY Self -driving cars rely on several types of sensors, including lightdetection 
and ranging [LiDAR] systems, in orderto instantaneously monitortheirposition on 
the road and distance from other objects. LiDAR systems are pricey, costing from 
$8.000to $100,000 or more per unit. Quanergy. based in Sunnyvale. Calif., says it 
has invented a version that costs $100 and is more reliable and accurate than its 
competitors^ Mercedes has already signed on as a partner. 



Nebula Systems' 
Mech 5 Isa B2B 
cloud-based plat- 
form thatsecurely 
aggregates all the 
real-time data that 
carsgeneratetoday 
throughtheirelec- 
tronic control units 
[ECUs]. Nebula says 
its software can also 



remotelydiagnose 
andfixfaultsin 
any vehicle's ECU. 
Roadside assistance 
companies, market- 
ers, fleet managers, 
andtelematics 
suppliersare among 
Nebula's customers. 




This San Francisco 
startup created an 
appthatenablescar 
ownersto earn extra 
money by letting 
screened drivers 
renttheirvehicle 
when it's not in use. 
Renters inputtheir 
driver's license and 
credit card informa- 
tion, then search 
forthetypeof car 
theywant;theapp 
unlocks itforthem. 
Insurance, roadside 
assistance, and 
screening are 
included. The com- 
pany has rolled out 
inthe Bay Area. 
Chicago. Portland. 
Ore., and Washing- 
ton. D.C.; New York 
City is next. 






SOBER STEERING 



Located in Water- 
loo. Ontario. Sober 
Steering hasde- 
visedatouch-based 
biosensortechnol- 
ogy that can be 
installed in a steer- 
ing wheelto read 
a driver's blood- 
alcohol level. Sober 
Steering's Zero 
Tolerance system 
isalready available 
forfleetvehicles 
such asschool 
buses, trucks, and 
construction eguip- 
ment.Apassenger- 
vehicleversion 
is expected to 
come to market 
nextyear. fl 












MACRO 












3 




N55 


a*f6 




H3H0 




IB3^ 


mo 


3133 



FORTUNE GLOBAL FORUM 

THE NEW 
FNANCIAL ORDER 

Flustering as they were to many investors, 
Angust s global stock market gyrations were 
actually a sign of a system that works. 

By Geoff Colvin 





INVESTORS FROM Manila to 

Munich to Manhattan were 
aghast at the speetaele of market 
eontagion during August’s global 
stoek-priee meltdown— all those 
markets and many more took a 
heavy hit. What’s an investor to do when a burst- 
ing bubble in China ean vsdpe trillions of dollars 
from the value of assets on every eontinent? 

It’s a good question, and it has an answer: 
Celebrate. Not that a plunge in net worth makes 
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An investor in Huaibei can’t 
bear to look at the carnage 
in stock prices on Aug. 24. 

anyone want to raise a glass 
(a bottle, maybe). But the 
worldwide rout is evidenee of 
an emerging finaneial order 
that is, on the whole, a good 
thing. Here’s how to think 
about it. 

We inereasingly live in one 
big eapitalist world. Obviously 
some eountries aren’t there 
yet, and a few don’t want to 
be. National eeonomies don’t 
move in syne and probably 
never will. That’s not what 
matters most. What eounts 
is that the world’s eapital is 
more willing and able than 
ever to go anywhere, moving 
around the globe as eom- 
fortably as Carlos Ghosn or 
Beyonee. A given investor’s 
mutual fund money at a 
given moment might plau- 
sibly be in any or all of the 
world’s stoek markets. 

The evidenee is striking. 
Global foreign-exehange 
trading is around $5 trillion 
a day. Worldwide trading 
in goods and serviees is 
about 1% of that amount. In 
other words, all that money 
on the move is 1% trade, 

99% finanee— investors 
operating globally. 

The result is that market 
eontagion is no longer a 
eoneept that makes mueh 
sense. To say that stoeks in 
London dropped beeause of 
eontagion from the Shanghai 
market is like saying that 
stoeks on Nasdaq fell beeause 
of eontagion from the New 
York Stoek Exehange. In one 
ease the two exehanges are on 
opposite sides of the planet, 
while in the other ease they’re 
separated by a 20-minute 
subway ride. But none of 
them are anyplaee, really. 



exeept in a buneh of servers, 
reeeiving buy and sell orders 
from other eomputers around 
the world. It is, inereasingly, 
one big system. 

But hold on— China 
elearly had a stoek bubble 
and bust, whieh elearly 
moved markets around 
the world. How is that not 
eontagion? Well, maybe it is, 
but then “eontagion” is just 
an alarming word for an ordi- 
nary phenomenon. Bubbles 
inflate in asset elasses all the 
time, and the inevitable bust 
always has broader repereus- 
sions. A widespread fear now 
is that the global eeonomy’s 
intereonneetedness makes 
these elassie patterns bigger 
and more dangerous. But the 
August erash, frightening 
though it was for a few days, 
wasn’t anything speeial. U.S. 
markets fell further in 2011, 
and European markets did so 
in 2008. Even the Shanghai 
market roeketed higher and 
plunged deeper from June 
2006 to Oetober 2008. 

In the one big system, 
markets aren’t any more or 
less rational than before. 

The madness of erowds still 
happens. Investing fashions 
eome and go. Making mar- 
kets bigger or smaller doesn’t 
make investors wiser. But a 
bigger system does bring in 
more partieipants with differ- 
ent perspeetives, motivations, 
and information. They may 
behave like a erazed erowd 
for a while, but broad diver- 
sity ean also bring steadiness. 
It’s worth noting that the 
August eorreetion in U.S. 
stoeks— a drop of roughly 
10% from reeent highs— 
lasted all of three days. 

A more global finaneial 
system eertainly isn’t perfeet, 
as we learned in the finaneial 
erisis, and it won’t banish 
bad times. But it brings more 
liquidity, more opportunity, 
better priee diseovery and 
more eeonomie effieieney. 
That’s progress. Why eall it by 
a nasty name? II 









FROM flUTOHDBILES TO HERD PRQDUGTS 

FROM HHRDUUHRE TO SOFTUURRE 

FROM SATELLITES TO SUBHHHINES 

FROM TELEVISIONS TO TELECOM 

FROM PHRRHHCEIITICHLS TO BIOTECH 

FROM PAPER TO POWER PLHNTS 

FROM HDflOS TO BRIOGES 

FROM HOOSES TO SMART CITIES 

FROM FRIENOSNIP TO PARTNERSHIP 

FROM PROFIT TO PROGRESS 

WHATEVER YOU WANT TO MAKE: MAKE IN INDIA 



Within a year of its launch, the Make In India 
initiative has helped India register up to 48% 
growth in foreign direct investment in a climate 
of contracting worldwide investment. Thete has 
never been a better time to make in India. 
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Should 

Leaders Be 
Modest? 

NOTALWAYS. SELF-PROMOTION AND 
SELF-CONFIDENCE, EVEN WHEN 
UNWARRANTED, CAN OFTEN MAKE 
PEOPLE BETTER PERFORMERS, 



In his new hook, Leadership BS, Stanford professor 
and Fortune eolumnist Jeffrey Pfeffer takes aim at 
the rapidly growing leadership industrial eom- 
plex, a multihillion-dollar business of hooks, blogs, 
business sehool eourses, and training sessions that, 
he argues, is based more “on hope than reality, 
on wishes rather than data, on beliefs instead of 
seieneeJHe urges a new approaeh, based not on an- 
eedotes hut on aetual measurement of results. The 
hook is published by Harper Business. What follows 
is exeerpted. — alan Murray 



Consider Donald Trump, 
now running for President, 
with a net worth approaeh- 
ing $4 billion. Trump tweets 
eonstantly, is all over the me- 
dia, had his own television 
show, and, most famously, 
names all his buildings after, 
of eourse, himself. 

Trump is an extreme 
ease, but he is not alone. 
Many of the most well- 
known and well-regarded 
CEOs— ineluding Bill Gates 
of Mierosoft, Steve Jobs of 
Apple, and Jaek Weleh 
of General Eleetrie— ex- 
hibited nareissistie traits 
and behaviors. Immodesty 
in all its manifestations— 
nareissism, self-promotion, 
self-aggrandizement, unwar- 
ranted self-eonfidenee— 
helps people attain leader- 
ship positions in the first 
plaee and then, onee they’re 
in them, positively affeets 
their ability to hold on to 
those positions, extraet more 
resourees (salary), and even 
helps in some, although 
not all, aspeets of their per- 
formanee on the job. 

We know a lot about 
nareissism. A study of 392 
CEOs during the finaneial 
erisis found that beeause 
nareissists tend to be self- 



B ILL BRADLEY, THE 

retired National 
Basketball Assoeia- 
tion star and former 
New Jersey senator, 
summarized the 
sentiments of many 
leadership “experts” when he said, 
“Leaders should be eollaborative, mod- 
est, and generous.” Jim Collins, in his 
bestselling management book Good to 
Great, also argued that “personal humil- 
ity” is a trait that distinguished “good to 
great” leaders. 

But few leaders, partieularly leaders 
of large organizations, aetually seem to 
be very modest. 
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MANYOFTHEMOST 
WELL-KNOWN AND WELL- 
REGARDED CEOS-BILL 
GATES, STEVE JOBS, JACK 
WELCH-EXHIBITED 
NARCISSISTICTRAITS 
AND BEHAVIORS.” 



absorbed and overeonfident, 
firms led by more nareis- 
sistie CEOs did worse at 
the beginning of the erisis. 
However, beeause nareis- 
sists have a stronger bias 
for aetion and risk-taking— 
again a result of their higher 
levels of self-eonfidenee— 
the study also found that 
more-nareissistie CEOs led 
firms to bounee baek more 
sueeessfully during the post- 
erisis reeovery. 

If organizations really 
wanted to seleet modest 
leaders, it would be fairly 
easy to do so. The Nareis- 
sistie Personality Inventory 
is a validated seale, and 
it ean be used as part of a 
personality assessment. The 
faet that most eompanies 
not only don’t use sueh 
seleetion teehniques but 
their seleetion deeisions also 
seemingly refleet preeisely 
the opposite preferenee— 
a preferenee for immodest, 
grandiose, and nareissis- 
tie leaders— stands as an 
important barrier to having 
leaders who might ereate 
workplaees quite different 
from most eontemporary 
work environments, fi 
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why Knowing Your Net Worth Is Essential 

If you are close to retirement or already retired, knowing how much you are worth is essential. 
It will help you realistically determine the kind of retirement you can actually afford as well as 
help you select the best financial strategies to grow, protect and distribute your wealth. 

How Do You Stack Up ? 

You’ll find out where you rank in terms of total net worth and liquid net worth compared to 
others. Plus, if you have liquid net worth of over $500,000, you’ll learn of some investment 
options that are now open for you as well as which ones are probably not right for someone of 
your financial standing and achievement. 

Learn the Real and Hidden Retirement Investment Risks 
That Most People Ignore... Until It Is Too Late 

In Your Net Worth we also share what we consider to be the five biggest wealth killers. You’ll 
learn what they are and how to avoid them and their consequences. Surprisingly, some of these 
threats to your wealth are exactly what some financial “experts” recommend! Finding this out 
could save you thousands of dollars and prevent you from making some financial decisions 
that could threaten your retirement lifestyle. 

Don’t Run Out of Money in Retirement 

With people living longer, with health care and long-term care costs continuing to rise and 
with general inflation eating away at your wealth in a slow but insidious way, now is the time 
to learn what steps you should and shouldn’t take. It pays to understand the dangers as well 
as the options. 



Please hurry! This offer contains timely information. 

Call today for your FREE report! 

Toll-free 1-888-398-9395 

Reference code AN26 when calling. 



About Fisher Investments 
and Ken Fisher 

Fisher Investments is a money 
management firm serving successful 
individuals as well as large institutional 
investors. 

With over $65 billion* * in assets under 
management and with a track record of 
over 35 years in bull and bear markets, 
Fisher Investments uses its proprietary 
research to manage money for investors. 

Ken Fisher, Founder, CEO and Co-Chief 
Investment Officer, has been Forbes 
“Portfolio Strategy” columnist for over 
30 years and is the author of more than 
10 financial books, including 4 York 
Times bestsellers. 
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Pro golfer Gary Woodland 
explains how technology is 
changing the game. 



THE PGA TOUR HAS been at the forefront of the data 
revolution in sports over the last decade, investing 
heavily in technology that tracks every shot on every 
hole. This revolution took a quanturo leap forward when 
CDW became involved in the TOUR'S ShotLink technol- 
ogy in 2008. A network of computers, lasers, and more 
than 600 data points allows pros like Gary Woodland 
to visualize their games like never before. For Woodland, 
ShotLink is much more than a computer program — 
it Is one of the most valuable tools in his bag. 

How would you describe ShotUnkT I would say ShotLink 
is a coach. I have nymerous coaches, whether it’s a trainer, 
a nutritionist, a swing coach, a mental coach. ShotLink is my 
statistical coach. Every coach I work with brings In informa- 
tion and value to my team, and ShotLink is no different. It pro- 



vides unbelievable information and statistics, 
and allows me to sit down and work on what 
I need to improve to get me to reach my ulti- 
mate goals. 

Who helps you dissect and analyze that 

raw data? My swing coach, He does the sta- 
tistical breakdown of ShotLink for me. I look 
at It from a very broad standpoint of how I 
was driving the ball, how I was putting. But he 
breaks it down to what we need to do to get 
better, what I struggled with, and whether we 
need to change the game plan for this upcom- 
ing week. His breakdown is more in depth, 
and he looks at it from a standpoint of what 
we need to do today to get better tomorrow. 

1$ there one particular facet of your 
game that ShotLink has Improved? 

Putting. ShotLink has really taken it to a new 
level. Growing up, the stats were all down on a scorecard. It 
was how many fairways I hit, how many greens I hit, and how 
many putts I had— those were really the only three stats. Now 
I have everything broken down to the inch. It’s breaking it 
down physically to how I'm putting from different ranges, how 
I’m putting against the rest of the field that day. It’s so much 
more detailed, so much more specific. That allows us to be 
better In our practice sessions as well. 

Do you use ShotLink data during tournaments? 

There are times If I’m struggling, I will look at other guys’ sta- 
tistics for the round to see how they are playing cerlatn holes, 
ni go dick on certain guys and see how they attacked it, if 
they were being aggressive or more conservative on certain 
holes, especially holes that have given me trouble In the past. 

I look day to day to see If there’s anything I can do to get bet- 
ter and give myself the best chance to win on a daily basis. 
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Tiffany releases its vintage-inspired, Swiss-made CT60 line. The goal: 
to become a major player again in the luxe-watch category. By Phil Wahha 
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I T'S NOT EVERY DAY that a 178-year-old company 
gets to be an upstart again. 

Yet that’s exactly what high-end jeweler 
Tiffany & Co. is, following the recent launch of 
its CT60 line of luxury watches. It is Tiffany’s 
first major new collection of timepieces in years. 
Four years ago, a bitter feud with onetime partner Swatch 
ended a joint venture that had been intended to make Tiffany 
a major luxury-watch player again. Now the New York City 



company is attempting yet 
another comeback, this time 
with the CT60 collection. 

The CT60 pieces take 
their name from the initials 
of company founder Charles 
Lewis Tiffany and the 
60 seconds in a New York 
minute. They range in price 
from $4,250 to $19,000 
and hark back to Tiffany’s 
long watchmaking history. 

The line is inspired by the 
Tiffany watch that President 
Franklin Delano Roos- 
evelt got for his birthday 
in 1945 and that he is seen 
in photographs wearing at 
the Yalta Conference a few 
months before the end of 
World War II. 

“It’s really about focusing 
on something we already 
have in our DNA since the 
very beginning of Tiffany,” 
says Nicola Andreatta, a 
third-generation Swiss 
watchmaker and the vice 
president of Swiss watches 
for Tiffany. Two years ago. 
Tiffany hired him to rebuild 
its watch business nearly 
from scratch, with a new 
Switzerland operation. 

Indeed, Tiffany has 
deep roots in the world of 
horology, going all the way 
back to 1847, a decade after 
the store’s founding. The 
statue of Atlas holding a 
clock above the entrance of 
its iconic flagship store in 
Manhattan, first installed 
in 1853 when the shop was 
at another location, was for 
decades how countless New 
Yorkers set their watches. 



In 1868, Tiffany made 
America’s first stopwatch. 
And six years later Tiffany 
also established a beach- 
head in Swiss watchmaking 
when it opened a four-story 
manufacturing facility in 
Geneva. 

At stake in this new effort 
is winning a bigger piece 
of the $27.8 billion global 
luxury-timepiece market, 
one that Euromonitor Inter- 
national expects will grow 
20% a year through 2019- 

To get there. Tiffany faces 
a tough slog. It is placing 
big bets on China, and the 
dramatic stock market 
slump there has raised 
questions about consum- 
ers’ willingness to spend on 
indulgences such as jewelry. 
Despite its rich watchmak- 
ing history. Tiffany garners 
only about 1% of sales from 
watches (largely made up of 
selling some Patek Philippe 
super-high-end watches), 
down from a modern-day 
peak of 9% in the late 
1990s. At that point the 
company made the decision 
to focus more on its grow- 
ing diamond and engage- 
ment jewelry business, 
and its watch business 
faltered as a result. By 
2007, Tiffany hatched 
a new plan to revive 
its watch business, 
enlisting Swatch. 

The partnership 
eventually fell 
apart in a flurry 
of lawsuits and re- 
criminations, with 



each claiming the other 
wasn’t pulling its weight. 

If Andreatta gets his way, 
watch sales will get back up 
past that earlier watermark 
and hit 10% of total revenue 
a decade from now, enough 
to make Tiffany a top 15 
player in the world. 

No self-respecting luxury 
house with global ambitions 
can afford to remain essen- 
tially absent from such an 
important category. And in 
truth. Tiffany has long been 
there, Andreatta points out: 
It has been making watches 
for more years than even 
Rolex and Cartier. 

This time around, 
though, the philosophy has 
been different, with Tiffany 
pursuing a much more 
hands-on approach. One of 
the appeals of the Swatch 
arrangement was that Tif- 
fany could tap its partner’s 
distribution firepower and 
leading position in parts 
manufacturing. But it lost a 
lot of control. 

So the company will 
handle everything from 
design to operations to 
manufacturing quality to 
after-sales service. Tiffany 
is also looking into buying 
small components makers 
and plans to open its own 
assembly plant soon. 

Stylistically, for CT60, 
Tiffany opted for simplicity, 
focusing on its American 

heritage, particularly its 



New York roots, to distin- 
guish itself. For instance, the 
hours are written in Arabic— 
not Roman— numerals. Some 
include the words “New York” 
on the face and have numbers 
covered mpoudre (gold or sil- 
ver powder, depending on the 
model) to give the numbers 
subtle relief. 

“It has a strength and clar- 
ity to it that is very Ameri- 
can,” says Jon King, a senior 
vice president responsible for 
the management of product 
and store design. 

What was important 
in this first collection was 
neither to go too high-end 
and compete directly with 
the Rolexes of the world 
nor to have too many bells 
and whistles. Tiffany simply 
doesn’t have that kind of 
credibility yet with serious 
Swiss-watch buyers anyway, 
Andreatta says. 

Perhaps not. But slowly 
and surely. Tiffany appears 
to be registering on watch 
buyers’ radars again. In 2014 
it was the 37th-most-sought- 
after luxury-watch brand 
among 62 brands tracked 
by Digital Luxury Group, 
which measures the number 
of searches performed on the 
Google and Baidu search en- 
gines. And since the launch in 
April, its ranking is creeping 
up in Switzerland, a key indi- 
cating market. 

Designing and making the 
watches in Switzerland has 
been essential in reestab- 
lishing Tiffany’s bona fides 
among watch aficionados 
ready to spend thousands on 
a timepiece. 

“The step we need to make 
at this very moment is to be- 
come a proper watchmaker 
and not a jeweler making 
watches,” says Andreatta. 
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A SMARTER 
SUPPLY CHAIIU I LINKED 
THROUGH 
THE CLOUD 




CSCMP 






SDMiTIIMES IT SIEMS THAT SUPPIY CHilPtS HAVE LIHLE 

room left for game-changing improvement. 
Offshoring, nearshoring. consolidating, stream^ 
lining — it's all been done. Recently, however, the 
new “gold" of supply chain management has 
been discovered. 

It's as meaningful as a new Northwest Pas- 
sage, except this time the route doesn't lead 
through the Arctic. It goes through the doud, 
offering access to new Information, analyzing 
crucial variables, and phasing out yesterday’s 
costly, imprecise guesswork. 

Cloud computing, which involves running 
software over the Internet rather than on a 
personal computer's hard drive, is equipping 
Industry leaders to turn big data into bigger 




margins. Up-to-the-minute data for crucial 
supply chain variables is leading to stronger 
balance sheets— for those who know how to take 
advantage of what's available. 

"Companies that excel at big data and 
advanced analytics can unravel forecasting, 
logistics, distributton, and other problems that 
have long plagued operations," says a Boston 
Consulting Group report released earlier this 
yean “Those that do not will miss out on huge 
efficiency gains. They will forfeit the chance to 
seize a major source of competitive advantage." 

Capitalizing on these opportunities involves 
investing in new teGhnology and bringing ad 
vanced analytical techniques to bear, according 
to BCG. Companies doing so are slashing trans- 
portation costs by as much as 1S% and cutting 
inventory by up to 30%, which leads to margin 
growth to the tune of l%-2%. 

The approach is twofold, and deceptively 
simple. First, tap troves of information recently 
made accessible; then analyze that data to 
make optimal decisions in supply chain design 
and management. That's how customers of 
LLamasoft, a leading supplier of technology and 
expertise for supply chain modeling, are reduc- 
ing costs and improving efficiency by 10% per 
project, on average. 

"The design of your supply chain puts a 
ceiling on how efficient and cost-effective you 
can be," says Toby Brzoznowski, co-founder and 
executive vice president at LLamasoft. "The big 
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opportunities for savings are in designing your 
supply chain to support the business strategy/' 
As a result, supply chain management 
software revenues outpaced nearly all other 
software markets in 2014, according to IT re- 
search firm Gartner They grew 10.8%, making 
this a $9,9 billion market, 

Falling computing prices have helped drive 
sales growth, according to Rick Blasgen, CEO 
of the Council of Supply Chain Management 
Professionals, Today’s person ai computers 
have so much muscle to crunch massive data 
sets and run software as a service applications 
that companies sense they're getting a bar- 
gain. Then, when companies start using their 
new tools, the cost savings continue. 

"YouVe assigning carriage to a shipment 
as quickly as possible, which often allows you 
to get a better price from a very tight- capacity 
market for transportation,“ Blasgen says. 

To be sure, simply acquiring access to soft- 
ware isn't going to work magic, 

"You still have to forecast, produce, and 
ship it downstream," Blasgen says, "Those 
physical aspects stili exist. It's just that the 

r information attached to it— that you use to 
make decisions — is much better." 

A cloud powered supply chain is 
ultimately only as good as the strategic and 
tactical choices that decision-makers settle 
on. To enhance that process, industry leaders 
are turning to experts to help them maximize 
what the cloud can do for their supply chains. 
Top manufacturers work with Penske Logistics, 
a leading supply chain management solutions 
provider, in their quests for competitive advan- 
tages and cost savings. 

"You have to be strategic," says Tom 
McKenna, senior vice president of er^gineering 
and technology at Penske Logistics. Supply 
chain improvements are "not 100% attribut- 
abie to the use of these technologies, it's 
usually in combination with: How am I now 
able to change the way I physically design my 
network?" 

Penske Logistics uses cloud based tech- 
nology to make sure suppliers are shipping 
exactly what's needed and receivers know 
precisely when to expect it, delivering trans- 
parency in real time. Computer users can 
simultaneously see critical factors that can 
change how goods flow across the globe. This 
includes real-time adjustments to orders that 
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need to be shipped from suppliers to plants 
or shipments of finished goods from plants or 
distribution centers. 

Armed with that kind of insight, Penske 
Logistics uses doud-based technology to 
help suppliers ensure that they are shipping 
exactly what's needed, and that receivers know 
precisely when to expect it Such fine-tuning 
puts a scalpel to expedited shipping costs, like 
pricey air freight, that can otherwise add up 
fast The bottom line: Transportation costs for 
manufacturing customers of Penske Logistics 
have fallen by 7%^15%, according to McKenna. 

Getting contracts m place is faster with the 
cloud, too, A firm with goods to ship will learn 
at the speed of online bidding which carriers or 
suppliers can meet the specs for a proiect, and 
take it from proposal to done deal. 

"YouYe able to accelerate how quickly you 
can get that activity done," says McKenna. 
"You're also able to get quick feedback from 
your carrier base and what they want to tell 
you about their bid." 

Once a supply chain's design starts reflecting 
optimal configurations, as supported by data, 
the improvement process only continues. 

Companies working with LLsmasoft have 
access to living models of the end-to-end sup- 
ply chain that can be used to evaluate '‘what 
it" scenarios that take into account factors 
ranging from weather and fluctuations in com- 
modity prices to geopolitical risks and ethical 
sourcing considerations. LLamasoft customers 
such as McCormick & Company, a food indus- 
try player with $4 billion in sales and a supply 
chain serving customers in 27 countries, use 
the models to cut costs, reduce risk, and 
improve sustainability without wasting money 
and time on flawed supply chain experiments. 

Analysts and decision makers no longer 
need to wait. Within minutes, they can run 
LLamasoft models detailing possible savings 
if they were to make a specific design change 
or implement a new operations function. 
Llamasoft's 64-blt operating systems churn 
though data, generating results in a fraction 
of the time that would have been required to 
perform similar functions just a few years ago. 

As companies come to see supply chains as 
reservoirs of competitive advantage, technology 
is playing a key role In reducing risk, costs, and 
mistakes — making the cloud as a virtual North- 
west Passage to unparalleled efficiency. • 
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Supply chain design is a must-have capability 
for businesses to continuously optimize their 
supply chain operations and adapt to ever-changing 
market conditions. Only LLamasoft offers a complete 
supply chain design platform for credible, 
data-backed answers to tough what-if questions. 

Visualize and optimize your current supply chain... 
design and test the supply chain of tomorrow. 

Well help you get there. 

Visit LLamasoft at booth #903 
at CSCMP, September 27-30. 
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Barbaj^Bradley 
Baekgaard at the 
headquarters of 
Vera Bradley in 
RoanokeSj Ind. 



HOW I GOT STARTED 



BAGGING SUCCESS 
AT VERA BRADLEY I 



BARBARA BRADLEY BAEKGAARD 

co-founded a handbag and 
apparel company out of 
her basement— she named 
it after her mom— and 
33 years later it generates a 
half-billion dollars in sales. 




Interview hy Dinah Eng 



D ON'T BE DRAB. That notion im- 

pelled stay-at-home mom Barbara 
Bradley to begin selling eolorfal 
handbags— euttingfabrie on her 
Ping-Pong table— in 1982. She 
borrowed $250 from her then husband and, with 
a eo-founder and help from a passel of friends and 
family, launehed Vera Bradley. Three deeades, a 
remarriage, and a new surname (Baekgaard) later, 
she is 76 and her brand is sold in 2,700 speeialty 
shops and 148 eompany-owned stores and gamers 
annual sales of $509 million. Baekgaard’s story: 

I never saw myself going into business. I grew 
up in Florida, where my father was a sales rep and 



later part owner of a eandle 
eompany My mother, Vera 
Bradley, was a model for 
Elizabeth Arden in her youth. 

I left eollege two eredits 
shy of a baehelor’s degree, 
got married, and had four 
ehildren in hve years. I was 
a stay-at-home mom in Fort 
Wayne— my husband owned 
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VENTURE HOW I GOT STARTED 



a paper distributorship— 
when I met Patrieia Miller, 
who lived on the same 
street. We beeame friends. 

I loved hanging wallpaper, 
so Pat and I started Up Your 
Wall, a hobby that made 
us a little money hang- 
ing wallpaper. 

In 1982 we eame baek 
from visiting my parents 
in Florida and were at the 
Atlanta airport when we 
notieed no one was ear- 
rying anything eolorful or 
fun. So we deeided to start a 
eompany to make handbags 
and luggage for women. My 
mother had great style, and 
we deeided to name the eom- 
pany Vera Bradley after her. 

We didn’t have any 
eash, so we eaeh borrowed 
$250 from our husbands 
and bought some fabrie. A 
seamstress made the first 
bag, then we put an ad in 
the newspaper for people 
who wanted to sew in their 
homes. We eut fabrie out 
on a Ping-Pong table, put 
it with a zipper and other 
elements in a bag, and gave 
it to the women who would 
take them home to sew. 

I still had two of my four 
ehildren at home. We asked 
them to refrain from an- 
swering the phone between 
9:00 a.m. and 5:00 p.m. so 
there was a more profes- 
sional atmosphere. 

Before long, a friend who 
believed in the idea gave us 
a eheek for $2,500. He said 
if we were sueeessfiil, it was 
a loan. If we weren’t, it was a 
gift. That eheek was huge to 
us. Six months later we went 
to a bank, seeking a $5,000 
loan. The first banker who 



offered us money seemed 
reluetant, so we rejeeted 
it. You want to work with 
people who have faith in you. 
We took out the loan from 
another bank. 

The first year, we did 
$10,000 in sales. Then 
things got ehaotie. By our 
third year, we hit $1 million. 

We moved into the Taylor 
Martin Paper Co. building 
in 1984 and rented spaee 
upstairs for the sewing so 
we eould eoneentrate on 
marketing and sales. My 
husband and I divoreed, 
and in 1987, Vera Bradley 
bought a lot and built its 
own building in town. 

Early on we knew we 
didn’t know how to priee 
things or do eost analyses. 

So we got in toueh with 
SCORE, a nonprofit that 
provides free business men- 
toring to entrepreneurs, and 
a volunteer was assigned to 
help us. I started ealling on 
stores, showing the bags to 




MY ADVICE 

BARBARA BRADLEY BAEKGAARD 



owners. We had no trouble 
getting stores to buy our 
produets beeause there was 
nothing like it out there. 

The business grew with 
the help of friends and 
family. My kids helped. 

My mother and a sister 
were sales reps. We’d walk 
through an airport or be at 
a party, earrying a bag, and 
people would ask about it. 
That was our marketing. 

My father always said, “In 
business, you sell yourself 
first, your eompany seeond, 
and the produet third,” and 
he was right. Business is all 
about forming relationships 
and having a eompany that 
refieets your values. 

In 1984 we took a small 
booth in the Chieago Gift 
Show. A eouple of years 
later there was an exhibitors’ 
party. A friend and I saw a 
little girl and started talking 
to her. I had a pair of magnet 
earrings in my purse and put 
them on her. She showed her 
mother, who invited us to sit 
with her. It turned out the 
woman was the wife of Will 
Little, the head of the gift 
show, and we beeame good 
friends. Will eame to see our 
booth and moved us to one 
of the premier aisles of the 
Chieago Gift Show, and a 



Co-founder and chief creative officer, Vera Bradiey 



APPRECIATE 

YOUR 

EMPLOYEES 



When we first Started, we'd put $50 in empioyees' 
birthday cards and say, "This hasto be spent on you." 
Now, with 3,000 empioyees, we stiii puta $50 biil intheir 
cards. Finance asks every year if we canjust putthe 
money in peopie s paychecks, and i say no. When you 
have found money in cash, it sjust more meaningfui. 



WOROSMAKE 

AOIFFERENCE 



\ hate the word "boss." At Vera Bradiey we say that 
we work w/th someone, not forsomeone. 



HAVING FUN 
CREATES 
BETTER 
TEAMWORK 



Our Happy Committee is composed of associates 
who pian speciai, fun events, iike shopping trips 
to Chicago, kayak trips, and treats of ice cream or 
cookiesto ceiebrate company accompiishments. 



year later nominated me to 
its board of direetors. I ended 
up marrying the president of 
the show. Peer Baekgaard. 

Being on the board, I met 
everyone in the gift indus- 
try. When we got into other 
gift shows, I kept wonder- 
ing what I should wear to 
them. So one weekend, I 
made up a skirt, eamisole, 
and jaeket out of the fabrie 
of our bags, and people 
wanted to buy the elothes. 
That’s how we got into the 
elothing business. 

We used to do all the 
billing ourselves. In 1992, 1 
sent a bill to a gentleman for 
$100. Those were the days 
of fax maehines, and he sent 
baek a note saying, “I do not 
owe you $100, and if I did, 

I doubt Vera Bradley would 
drop dead over it.” It was a 
bad week beeause my mother 
had just died. So I faxed him 
baek a eopy of her obituary 
and said, “You do, and she 
did.” I ean’t remember if he 
paid or not, but my mother 
would have approved. 

We opened our first retail 
store in 2007. Our eustom- 
ers range in age from 8 to 
80. We’re huge with baby 
bags, student baekpaeks, 
and aeeessories. Usually, a 
high sehool student wouldn’t 
want to earry something her 
grandmother was earrying, 
but three generations of 
women earry us. It’s a sister- 
hood that I’m proud of. 

Pat retired but is still on 
the board. I’m not a great 
finanee person, so I stiek to 
ereativity, design, and mar- 
keting. I’ve got four amazing 
ehildren, 12 grandehildren, 
and a wonderful seeond 
husband who passed away, 
so I’ve been a very fortu- 
nate person. Knowing my 
attitude, if I had a failure, I 
probably wouldn’t reeognize 
it as one. fS 
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THIS PICK 
NEARLY SHUT 
DOWN A 
DALLAS BAR. 



When a musician and his guitar 
unexpectedly drew a crowd too 
large for The Rustic bars air 
conditionerto handle, the ownersi 
INK BUSINESS CARD gave them 
the flexibility they needed to 
purchase a new cooling system. 



There are thousands of things a 
business cannot control. Find out 
how Chase for Business helped 
The Rustic control its finances 
at Chase.com/forBusiness. 



C3 2015 Ovtse & Co. All hehts reserved, 

Credit cards are issued by Chase Bank USA, NA 





VENTURE 



Jaworski on the 
links at the Blue 
Heron Pines golf 
course, one of 
six he owns 



The golf-course industry is struggling, 
but former NFL quarterback RON JAWORSKI 

has a game plan 
that’s keeping his 
By Dan Greene courses profitable. 

OR THOSE FAMILIAR with 

Ron Jaworski’s exuberant, 
wonkish analysis on ESPN’s 
NFL programming, it is 
easy to imagine his having 
been an insatiable game-film 
eonnoisseur in his playing 
days. Yet the quarterbaek spent his in-season 
off days more eoneerned with par 3s than third 
downs, his 18-hole eseapes as important to his 
reeovery as his time in the trainer’s room. 

“I was away from the media, away from fans. 





away from talking about the 
game,” Jaworski says of his 
golf outings. “It was where I 
would reeharge my batteries.” 
The man known as Jaws 
explains this while seated 
in a eonferenee room at 
Blue Heron Pines Golf Club 
in Egg Harbor City, N. J. 
Embroidered on his orange 
polo shirt are the words 

RON JAWORSKI GOLF. Both 

wardrobe and setting are 
reminders that Jaworski’s 
former refuge from work 
now is his work. With six 
eourses in Pennsylvania and 
New Jersey (ineluding Blue 



Heron Pines), Jaworski has 
employed the doggedness 
and eye for detail that 
eharaeterize his TV 
seouting to turn a favorite 
hobby into three-plus 
deeades of business sueeess. 

“It’s like he’s still a 
quarterbaek reading the 
field,” says Ken Koehenour, 
Jaworski’s partner on five 
of his eourses. “He sees 
stuff other people don’t 
see.” Sometimes that means 
adding an alternate tee, or 
trimming trees to open up 
the fairway, in the serviee 
of playability. That’s one of 



g For more great business stories in our Pro-Fiies series, check out 
both Fortune.com andSI.com. 
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VENTURE PRO-FILES 



Jaworski’s central tenets, 
along with affordability 
(his eourses eharge less 
than $100 per round, even 
during weekend peaks), 
atmosphere (eaeh features 
a sports bar), and a quiek 
paee of play (whieh his 
rangers are not reluetant 
to enforee). 

Other times it means 
spotting savings opportu- 
nities. Ron Jaworski Golf 
relies on eeonomy of seale, 
purehasing everything from 
fertilizer to elubhouse food 
in bulk to be split among lo- 
eations. This spring, after his 
purehase of Downingtown 
(Pa.) Country Club, Jaworski 
mobilized employees from 
his other eourses to redo its 
shoddy sand traps. What 
would have eost upwards of 
$110,000 through a eontrae- 
tor was done for $18,000. 

In golf, “your margins are 
tight and it ean be thank- 
less,” says Charlie Clarke, 
superintendent at Blue 
Heron Pines and a longtime 
Jaworski employee. But 
Jaworski says eaeh of his 
eourses pulls in six-figure 
annual profits. “I have never 
lost money on a golf eourse,” 
he says, knoeking on the 
wooden table. “I say that 
proudly beeause I know a 
lot of people ean’t.” 

JAWORSKPSLOVEofthe 

links dates to his ehildhood 
in Laekawanna, N.Y. The 
son of a worker at a loeal 
Bethlehem Steel mill. 

Jaws was no eountry-elub 
kid. But around age 9, 
he and his friends began 
sneaking onto the grounds 
of a publie nine-hole eourse 




learned that a bankrupt 
eourse in southern New 
Jersey was for sale. Jawor- 
ski seraped together the 
neeessary dough: $1.65 mil- 
lion, more than four times 
his $400,000 salary. He 
reehristened the elub Ron 
Jaworski’s Eagles’ Nest and 
set about eutting greens, 
raking traps, and riding 
an FlO mower to trim the 
rough. “Onee you put your 
own money in the deal,” he 
explains, “it’s amazing how 
quiek you learn.” 

As his NFL eareer 
wound down, Jaworski’s 
stable of eourses grew; by 
the mid-’90s he owned a 
half-dozen. With the Tiger 
Woods-driven rise in golf’s 
popularity eame a rise in 
golf-eourse valuation, and in 
1998 a group of Wall Street 
investors offered him more 
than $17 million for the 
eourses, roughly $7 million 
more than he’d originally 
paid. “I remember opening 
the letter, sitting with my 
'wife,” Jaworski reealls. “And 
I said. Well, I guess we’re 
out of the golf business.’” But 
the absenee would be brief. 
After a noneompete elause 
expired in 2000, Jaworski 
bought Valleybrook Country 
Club in Blaekwood, N. J., 
launehing what beeame the 
Ron Jaworski Golf portfolio. 
Retirement hadn’t agreed 
'with him. “I got a little 
squirrelly,” Jaworski says. 



Jaworski led the 
Philadelphia Eagles to 
their first Super Bowl; 
he was still an Eagle 
when he bought his 
first golf course. 



near their grade sehool to 
play seofflaw rounds, and 
Jaworski was smitten. 

At 22, in 1973, Jaworski 
bought his first set of real 
elubs. By then he was a 
hotshot seeond-round piek 
of the Los Angeles Rams, 
and he put those Wilson 
Staffs to frequent use. But 
he was painfully aware of 
how short an NFL eareer 
eould be: “I was seared to 
death of the future,” he says. 
In 1977 he was traded to the 
Philadelphia Eagles, where 
he found stability on and 
off the field: Coaeh Diek 
Vermeil installed Jaworski 
as starting quarterbaek, and 
in ’79, the off-season before 
he led the Eagles to their 
first Super Bowl, Jaworski 
and a teammate took over 
operations at a nearby golf 
eourse— an experienee he 
enjoyed enough to begin en- 
'visioning his seeond eareer. 

Five years later he 



1C IT’S LIKE 
HE’S STILL A 
QUARTERBACK 
READING THE 
FIELD. HE SEES 
STUFF [DN HIS 
GDLFCDURSES] 
DTHERPEDPLE 
DDN’TSEE.” 

—Ken Kochenour 



“I was probably playing too 
mueh too.” 

DURING FOOTBALL season, 
Jaworski enjoys no sueh 
overindulgenees. A typieal 
week ineludes Tuesday- 
through-Thursday film 
study; a Friday taping 
of NFL Matchup game 
pre'views; then Saturday 
through Monday at either a 
game site or ESPN’s head- 
quarters in Bristol, Conn., 
Between the NFL’s opening 
night and the Super Bowl, 
he might play two or three 
rounds of golf at most. 

The workload hasn’t 
stifled his love of football 
or his entrepreneurialism. 
Jaworski is an owner of the 
Philadelphia Soul of the 
Arena Football League, and 
a prineipal investor in the 
naseent China Ameriean 
Football League, an indoor 
league seheduled to begin 
play in fall 2016. Jaworski is 
bullish about its prospeets in 
a eountry of nearly 1.4 bil- 
lion. A larger-seale league 
“probably won’t happen in 
my lifetime,” he says, ‘T)ut it’s 
gonna happen.” 

He is upbeat, too, about 
the future of Ron Jaworski 
Golf in the hands of his son, 
B.J., eurrently exeeutive 'viee 
president. Though National 
Golf Foundation statisties 
show a reeent net deeline 
in the number of eourses, 
Jaworski is undaunted. He 
sees women and ehildren— 
often shunned or diseour- 
aged by snobbish eountry 
elubs— as an underserved 
market that 'will be golf’s 
future lifeblood. He’s in the 
proeess of eompleting his 
seeond eourse purehase of 
2015, and he’s eyeing more. 
“The numbers are do'wn,” 
he says of the industry. 
“That’s a reality. But they’re 
not down for me.” 15 
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quote and see how much you could save today. 
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^ AGE; 30 FROM: San Francisco POLE POSITION: Uber employee 

No. now head of global expansion and its PRO [process, 
resource, optimization) team, never thought she'd be leading the 
charge for a tech startup worth more than $50 billion. "I kind of fell 
into it. I had just finished school at Berkeley, and I was looking for 
a Job." LANECHANGE; With Uber now in 330 cities and counting, 
Geidt's focus has expanded from launches to overall business 
operations. "There are a lot of opportunities for things to go off 



the rails— so that you don't break into 330 different companies." 
TO P G EAR : Geidt is also working on Uber's 1 Million Women initia- 
tive, a plan to enroll a million female drivers by 2020. "We're trying 
to understand how women drivers are interacting with our system. 
So far the results have been really interesting. They want to work 
part-time, and they'rejuggling a lot." RACE R EADY: Wearing mul- 
tiple hats comes naturally to Geidt. "It's about learning my limits. I 
haven'tfound them yet." — Andrew Nusca 



TICKER TAPE 

A collection of curiosities 



/NO. 190 



Amazon’s work-life-balance ranking relative to / Q-O RATIO OF MEN TO WOMEN IN NEW YORK CITY'S TECH 
tech peers in a University of Kansas study / O ■ b SCENE, PER THE CENTER FOR AN URBAN FUTURE 
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TECH POWER PLAYS 



SolarCity CEO Lyndon 
Rive’s job? Stay ahead. 




Consolidation is forcing solar companies to 
compete with software and sales tactics. 
By Katie Fehrenhacher 



M ore solar panels have been 

mounted on the roofs of Ameriean 
homes this year than ever before. The 
teehnology was onee seen as an expen- 
sive niehe option for the tree-hugging, 
Prius-driving set. No longer. Today 
solar panels are affordable, mainstream energy sourees— in 
other words, boring. What’s not: the impaet of that shift on 
the eompanies that make, install, and maintain them. 



Lyndon Rive, CEO of the 
dominant U.S. solar installer 
SolarCity, likens the trajee- 
tory of solar panels to the 
development of eomputers 
over the past 20 years. De- 
eades ago business eomput- 



ers were made by a variety 
of small eompanies. Today 
the PC industry has eon- 
solidated around big names 
like HP, Dell, Lenovo, and 
Apple. The same trend is 
afoot for the eompanies that 



are installing and finaneing 
solar panels. A handful of 
eompanies— SolarCity, Sun- 
Edison, and Sunrun among 
them— have been seooping 
up smaller firms in their 
quest to survive in a market 
where seale is everything. 

“Consolidation is good. It 
means the industry is matur- 
ing,” says Rive, who is the 
eousin of Tesla Motors and 
SpaeeX CEO (and SolarCity 
ehairman) Elon Musk. In 
the past two years SolarCity 
has aequired at least five 
eompanies to help it lower 
eosts, boost sales, and move 
into new areas. 

In reeent years there has 
been a steady inerease in 
solar-industry M&A aetivity 
aeross the globe. Aeeording 
to Bloomberg New Energy 
Finanee, there was $3.65 bil- 



lion in solar M&A in 2012, 
$4.44 billion in 2013, and 
$4.71 billion last year. 

Consolidation is a boon 
for those involved in the 
dealmaking, but it only un- 
derseores the importanee of 
not ending up at the bottom 
of the heap. The eompeti- 
tion is so stiff, in faet, that 
solar eompanies pushing 
eommoditized panels find 
themselves battling it out in 
a surprising plaee in the or- 
ganization: sales. The sale of 
solar panels to homeowners 
ean be trieky and ealls for a 
substantial edueational pro- 
eess, leaving solar eompanies 
to slug it out over who ean 
best identify and aequire 
new eustomers. 

That fight, in turn, is driv- 
ing some M&A aetivity. This 
summer SunEdison bought 
the seeond-largest solar 
installer, Vivint Solar, for 
$2.2 billion. A big reason? 
Vivint’s door-to-door sales 
foree. The eompany was 
founded by a former Mormon 
missionary who turned his 
experienee knoeking on doors 
into a sound business strategy. 

Not every eompany’s sales 
proeess is so human. Some 
solar businesses are turning 
to data-analyties software 
to refine the way they find, 
filter, approaeh, and market 
to eustomers. It’s one reason 
SolarCity spent $120 mil- 
lion two years ago to buy 
Paramount Solar, a mar- 
keting and sales speeialist. 
Others are using data-driven 
software to drive out eost 
and eomplexity in the instal- 
lation proeess. 

For Rive, every little bit 
helps in his eompany’s quest 
to stay on top. “There’s no 
silver bullet,” he says. “I 
wish there was.” fS 
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Quarterly increase in global shipments 
ofweardble tech in Q2, per IDC 
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our customers as they plan for a financially 



secure future. They recognize our dedication to 



the values that also make our country strong: 



service, leadenhip, trust, innovation and caring. 



Visit mutuofofamerica.com or call us at l•866•954•432l to learn more. 
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TECH THE FUTURE OF WORK 



DO LAWYERS LIKE SURVEYS? ^yes no 



Online survey companies are gaining traction by selling to businesses. One new kind 
of client? Law firms that want to test arguments, jurors— even judges. By LeenaRao 











W 



HEN NEVADA-BASED 

attorney Bernard Chao 
was evaluating how 
far to push a jury for 
eompensatory dam- 
ages to settle a lawsuit, 
he faeed two options. On the one hand, he eould 
pay $100,000 for a few hours’ work from jury 
eonsultants. On the other, he eould pay $3,000 
to eonduet an online survey of a random group 
of people to ask how mueh would be appropriate. 
Chao went with the latter, provided by a Provo, 
Utah, upstart ealled Qualtries. 

The legal industry is legendary for its massive 
amounts of paperwork. But law firms are begin- 
ning to look to the lowly online survey to save not 



just trees— after all, they 
didn’t seem terribly worried 
about eonservation before— 
but also money and time. 

It’s a realization at whieh 
many eompanies large and 
small have arrived. The 
online questionnaire is now 
a fixture in the eorporate 
world, one data-driven 
tool among many to solieit 
targeted feedbaek from 
eustomers and employees. 
Aeeording to the Global 
Researeh Business Network, 
online surveys now aeeount 



for more than a quarter of 
global market and soeial 
researeh revenues. At an 
estimated $10 billion, 
that’s more than telephone 
and faee-to-faee surveys 
eombined. What’s more, 
the online quiz is now the 
primary means of researeh 
in many of the world’s top 
researeh markets. 

For a law firm the ealeula- 
tion is simple: An online 
survey ean speed up the pro- 
eess for a lawyer to evaluate 
a jury, better prediet a pos- 
sible trial outeome, and 
dramatieally eut researeh 
eosts along the way. 

“I am spending $3,000 
to get better results than 
the serviee I am paying 
$100,000 for,” says Chao, 
who also teaehes law at the 
University of Denver. “It’s a 
no-brainer.” 

It didn’t use to be this 
way. The legal profession 
was onee dominated by 
jury eonsultants, powerful 
agents who would assemble 
a test jury that would serve 
as a foeus group to identify 
weaknesses in a legal argu- 
ment and refieet how a real 
jury might reaet. Feedbaek 
from test jurors might 
emerge from interviews 
or paper surveys, Chao 
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Shortfall of cybersecurity personnel 
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Number of honeybees Australian seientists hope to 
equip with RFID tags to monitor population deeline 
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With Watson Health, 
the more data you share, 
the healthier you can get. 

There’s a new way to provide care. With IBM Watson Health, care 
professionals will be able to combine data you share from your medical 
and educational records, demographics, or even mobile devices, to get 
a more complete picture of your health and new insights to help them 
improve it. Learn more at ibm.com/madewithibm 

Smarter care is made with IBM. 





TECH THE FUTURE OF WORK 



9DEF CON DISPATCH 



DON’TBEA'SHEEP’ON 

YDORNEXTWDRkTRIP 



Afraid of being hacked? Don't go to Def Con. The code- 

cracking conference, held annually in Las Vegas, is 
teeming with hackers looking to make examples of fellow 
attendees. The No. 1 rule for the uninitiated? Turn off the 
wireless connections on your mobile devices. If you don't, 
and your gadgets aren't hardened against hacking, you'll 
end upon the infamous "Wall of Sheep"— a digital board 

that bears tbe user- 
names and passwords 
of attendees who didn't 
think itwas that easy. [It 
is.] As I walked the show 
floor, I thought about all 
the corporate confer- 
ences I had been to 
where the risks weren't so 
apparent— where attend- 
ees were sheared of their 
data without knowing it. 
So go on, enjoy your next 
work trip. But remember: 
The biggest threat isn't 
the networkyou don't 
trust. It's the one you do. 
—Robert Hockett 

We’re going to guess 
that this attendee’s 
password is 
P0LLYw@nnaH@CK3R 




says. The test jury would 
typieally span no more than 
30 people. Meanwhile, an 
online survey eould reaeh 
400 people— a sample size 
that may better represent 
the greater population. 

Companies like Qualtries, 
SurveyMonkey, Survey- 
Gizmo, and QuestionPro 
know that businesses are 
willing to pay for better 
insights. So do their inves- 
tors. Qualtries and Survey- 
Monkey, for example, have 
raised hundreds of millions 
of dollars in venture eapital 
(at billion-dollar valuations) 
to blossom into full-serviee 
business-intelligenee firms 
rather than remain solely 
web-survey providers. With 
sophistieated algorithms in 
development and tal- 
ented data seientists on 
hand, they’re positioning 
themselves no differently 
than other Silieon Valley 
software startups that seek 
eorporate eustomers. 

“Instead of waiting six 
months for results, you ean 
have answers within hours,” 
says Jon Cohen, former head 
of polling at the Washington 
Post who now leads researeh 
at SurveyMonkey. It’s also the 
reason his eolleague Eleanor 
Laeey SurveyMonkey’s 
general eounsel, uses the 
eompany’s tools to approve 
board motions, shortening 
a proeess that onee required 
ealling eaeh direetor for a 
verbal approval. 

Yet the legal applieations 
ean be faseinating. Qualtries 
says one of its eustomers, a 
eriminal-law firm in Atlanta, 



used its surveys to test for 
raeism in potential jury 
members. (Their use is sub- 
jeet to judieial diseretion.) 
The firm’s attorneys asked 
eaeh possible juror to take 
a survey with a randomized 
image of a person of Afriean, 
Asian, or European deseent. 
Then the lawyers asked the 
eandidates questions about 
the images. Their goal, says 
Qualtries: Weed out implieit 
bias in a potential juror. 

A different law firm 
used Qualtries’s surveys 
to prepare potential jury 
members for legal jargon— 
“manslaughter” or “seeond 
degree”— likely to be used 
in a ease. In this example, 
the results helped attorneys 
remove or replaee language 
in their arguments. 

“Deeisions that used to 
be based on intuition 
ean now be based on data,” 
Cohen says. 

Not every law firm is on- 
board with the teehnology. 
Some share eoneerns that 
online surveys put sensitive 
information at risk. (Qual- 
tries and SurveyMonkey 
say they do not sell or share 
speeifie user data exeept in 
eooperation with law en- 
foreement.) The sentiment 
matehes that of the general 
population: Aeeording to a 
reeent Pew Researeh Center 
report, eonfidenee in the 
seeurity of online eommuni- 
eations ehannels is waning, 
partieularly for online tools 
sueh as surveys. 

The benefits are worth the 
risk, Chao says: “It’s like play- 
ing Moneyhall with the law.” 



Expeet surveys to appear 
in more eourtrooms around 
the eountry— and not just 
in the jury box either. The 
State Bar of California, for 
example, tapped Survey- 
Monkey to gather data on 
nominees for potential 
judieial appointments. 

And with so many smart- 
phones in the wild— 60% 
of responses to Qualtries 
surveys eame from them. 



the eompany says— it’s not 
hard to imagine a world 
where eourt eases eould be 
deeided from the eomfort of 
a juror’s home. 

Wishful thinking, per- 
haps. But the impaet on the 
legal profession is not to be 
underestimated. Says Ryan 
Smith, CEO and eo-founder 
of Qualtries: “It’s one more 
example of how software is 
ehanging every industry.” H 
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UTILITY INVESTORS 
SEEK A MOMENT 
IN THE SUN 

Clean-air rules and rate-hike fears 
fueled a selloff in utilities this year. 
■ But as the broader market cools, 
some of these safe-haven stocks look 
attractive again. By Chris Taylor 



Rows of photovoltaic panels at a North Carolina facility affiliated with Duke Energy 



I N BASEBALL, a 

utility player is 
a particular type 
of athlete: never 
the team super- 
star, but some- 
one reliable and durable who 
can step up and perform 
when teammates are strug- 
gling. The same might be 
said for utilities stocks. They 
rarely post eye-popping per- 
formance numbers, but they 
often stay steady when the 
rest of the market suffers. 

And that, some investors 
say, makes utilities partic- 
ularly attractive right now, 
when the toxic brew of 
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INVEST PLAYING A UTILITIES REBOUND 



China’s stock meltdown, oil’s 
cliff dive, and other signs of 
global economic softening 
have sent some flashier 
sectors of the stock market 
tumbling toward a correction. 
“This isn’t an environment 
where you want high-risk 
stocks,” says Andrew Weisel, 
vice president of equity 
research at New York City- 
based money manager 
Macquarie Group. “Every 
portfolio should have a place 
for utilities, for their safety.” 

Even before the global 
stock swoon of August, some 
value-minded investors 
were looking more closely 
at utility stocks— in part 
because those stocks have 
been taking it on the chin 
this year. The Vanguard 
Utilities ETF, for instance, 
is down roughly 11% year 
to date, compared with a 
4% drop for the S&P 500. 
Utilities’ valuations relative 
to the broader market 
dropped even further, notes 
Jonathan Arnold, managing 
director and head of power 
and utilities research for 
Deutsche Bank. From 
trading at a 10% premium 
to the S&P 500 average in 
January, utilities had sunk 
to a 10% discount by the 
end of August; collectively 
they now trade at a price/ 
earnings ratio of around 16. 

The biggest and most 
obvious reason for the sec- 
tor’s sluggishness, however, 
has been the expectation 
that the Federal Reserve 
would hike interest rates this 
autumn. Because they pay 
higher-than-average divi- 
dends, utility stocks are often 
seen as proxies for bonds. 




OVERSOLD? 

Utility stocks have fallen 
more sharply than the 
broader market in 2015. 




and when the Fed boosts 
rates and bonds offer health- 
ier yields, the relative appeal 
of utilities payouts suffers. 

After this year’s selloff, 
those fears are baked into 
utilities’ share prices. But 
with China-driven economic 
woes making the US. outlook 
less upbeat, the timing of a 
rate hike may yet be delayed, 
and a larger, more abrupt rate 
increase is almost certainly 
not in the offing. Many inves- 
tors now expect that the Fed 
will take a “lower for longer” 
approach to rates— a climate 
in which utilities dividends 
will look good again. 

With all that in mind, 
money managers sense an 
opportunity. “Our view is that 
utilities have been oversold,” 
says Weisel. “These stocks 
should trade at a premium.” 
Among their alluring traits: 
guaranteed markets with a 
wide “moat” that wards off 
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competition, reliable earn- 
ings, and fat dividends that 
make utilities a primary “risk- 
off” trade for many investors. 
Demographics also seem 
to be on utilities’ side: Baby 
boomers heading into retire- 
ment tend to favor familiar 
brand-name stocks that are 
reliable income generators. 

Not all utilities are in 
equally good shape, of course. 
Weisel’s top pick is AUiant 
Energy, a utility based in 
Madison, with customers 
in Wisconsin, Iowa, and 
elsewhere in the Midwest. 
Alliant has pulled off the nifty 
trick of “keeping everybody 
happy” in the markets where 
it operates, Weisel says, by 
avoiding large rate increases 
while driving faster-than- 
average growth. He also 
favors Michigan utility DTE 
Energy: The company’s 
customer base is steadily 
growing, he says, and its web 
of natural-gas pipelines helps 
it profit from the growing use 
of gas as a power-generation 
source, without taking on the 
price risk of owning the gas. 

Utilities businesses are 
heavily regulated, and that 
can also cast a pall over their 
stocks. For companies that 
rely heavily on coal, the Envi- 
ronmental Protection Agen- 
cy’s clean-power initiatives, 
rolled out at the beginning 
of August, could eventually 
require significant new cost 
outlays in the form of plant 
and equipment upgrades. But 
some investors argue that a 
transition to cleaner energy 
sources, whether forced or 
not, could also power signifi- 
cant future growth for many 
power generators. 

NextEra Energy, whose 
subsidiaries include Florida’s 
largest utility, has placed big 
bets on clean energy in re- 
cent years, such as its merger 
with Hawaiian Electric, 
a major player in renewable 
power. (Investors have been 
pleased: NextEra’s 83% re- 
turn over the past five years 



is almost double the sector 
average.) Deutsche Bank’s 
Arnold thinks that with a 
combination of steady earn- 
ings growth and a 3% to 4% 
dividend yield, NextEra will 
consistently deliver a 10% 
annual total return in com- 
ing years. “Absent a lot of ex- 
citement elsewhere, that’s a 
very decent number,” he says. 
Arnold also likes Michigan- 
based CMS Energy, a name 
that “ticks the growth box for 
us,” he says. 

Another stock to watch, 
according to Morningstar 
equity analyst Andy Bischof: 
Duke Energy, which is now 
the largest electric-power 
holding company in the 
US. and has operations in 
Canada and Latin America 
as well. Bischof says Duke’s 
mix of a reasonable current 
stock valuation (a price- 
to-expected-earnings ratio 
of 15.5), a strong manage- 
ment team, and a juicy- 
but-sustainable dividend 
yield (currently 4.4%)— 
coupled with a recent stock- 
buyback program— should 
deliver attractive returns in 
the near term. 

All of the managerial 
stock picks cited here have 
fallen more steeply than 
the S&P 500 this year. Since 
utilities as a group have 
been the market’s whipping 
boy, this could be a good 
entry point for mutual 
fund investors who want 
to spread their bets across 
the sector. Morningstar has 
identified three utility funds 
that it deems primed for 
outperformance against their 
peers over the next five years: 
Franklin Utilities, MFS 
Utilities, and Prudential 
Jennison Utility. 

Investing in one of these 
funds could be the equiva- 
lent of having a whole squad 
of helpful utility players on 
your bench. “This discount 
isn’t a bad place to be 
buying,” says Arnold. “The 
stocks could go up a lot.” fS 
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INVEST ETFs GET COMPLICATED 



Hed^e Funds 
In Disguise 

ETFs HAVE CAUGHT UP WITH HEDGE FUNDS 
IN PDPULARITY. BUT SOME HOT FUNDS ARE 
AS COMRLEXAND RISKY AS THEIR RIVALS. 
By Stephen Gandel 




HE PROSHARES Large Cap 
1 Core Plus Fund uses bor- 
rowed money— leverage— to 
load up on stoeks reeom- 
mended by its algorithm. 
Nearly 20% of its portfolio 
is devoted to shorting, using more leverage to bet 
that stoeks will fall. It also invests in swaps, a type 
of derivative that its marketing materials aeknowl- 
edge ean be volatile. 

These are sophistieated strategies, straight 
from a hedge fund playbook. But Core Plus is an 
exehange-traded fund, managing $450 million and 
growing fast. And its popularity points to a broader 
trend: the rise of the anything-but-simple ETF. 



60 I FORTUNE.COM 



This summer saw a mile- 
stone. As of July 1, there 
was more money invested in 
ETFs than in hedge funds, 
though by a tiny margin (see 
ehart). Some eommentators 
hailed this as a sign that 
investors had embraeed 
humbler, sound strategies. 
ETFs, after all, originated as 
a eheap way to buy diversi- 
fied baskets of stoeks that 
traek eommon benehmarks. 

But ETFs also attraet 
traders who want to ehase 
the hot money— and some of 
today’s fastest-growing funds 
eater to these elients’ esoterie 
needs. ETFs now traek assets 
that most investors onee had 
no aeeess to, like eommereial 
property and eurreney- 
hedged portfolios. Many use 
leverage and derivatives to 
amplify returns: Direxion 
Daily CSI 300 China A Share 
Bull 2x Shares, for example, 
offers two times the return of 
China’s CSI 300 index. 

Ben Johnson, direetor 
of global ETF researeh at 
Morningstar, notes that 
80% of ETF inflows still 
go into basie indexlike 
funds. But produets that 
blur the line between ETFs 
and hedge funds also at- 
traet huge sums. There is 
now $400 billion in ETFs 
branded as “smart beta,” 
marketing-speak for funds 
that try to beat, rather than 
mateh, their benehmarks. 

Mazin Jadallah is one of 
the new ETF wizards. His 
eompany, AlphaClone, uses 
an algorithm to mimie the 
pieks of top hedge funds; 
its ETF has beaten the 
market sinee it launehed in 
2012. “Institutional inves- 
tors ean now get mueh of 
what they used to get from 
hedge funds from ETFs 
but at a mueh lower eost,” 
says Jadallah. With annual 
expenses of 0.95%, Alpha- 
Clone’s ETF is eheaper than 
most hedge funds— though 
it’s roughly 10 times as ex- 
pensive as basie ETFs from 



BlaekRoek and Vanguard. 

Prolonged market tur- 
moil eould expose how risky 
some ETFs are. The August 
tumble was exaggerated in a 
number of ETFs: Direxion’s 
CSI 300 ETF, for example, 
was down more than 70% 
at one point. And eomplex 
funds eould ereate problems 
even for those who don’t 
own them. Regulators have 
long worried that big bets 
by hedge funds eould make 
markets riskier. ETFs now 
raise similar eoneerns. Some 
erities have warned that 
ETFs that foeus on hard-to- 
trade assets like high-yield 
debt and bank loans eould 
ereate a systemie erisis if in- 
vestors try to sell en masse. 

The good news: Sinee the 
first ETFs started trading, 
mutual fund investing has 
beeome far eheaper. Inelud- 
ing ETFs, the average fund 
now eharges 0.6% a year, 
down from around 1% in 
1993. But the idea that ETFs 
would make markets simpler 
or less risky overall remains 
wishful thinking. 15 
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THE BIG THINK 



about $50,000 per treat- 
ment eourse, Cyramza with 
ehemotherapy inereases 
the life span of patients 
with eolon eaneer by about 
1.6 months, aeeording to 
the study that led the Food 
and Drug Administra- 
tion to approve this use. 

But Genenteeh’s 10-year- 
old drug Avastin adds 
1.4 months of life, while 
eosting just $25,000, ae- 
eording to a similar study. 

In effeet, the additional 0.2 
months— roughly six extra 
days— from Cyramza eosts 
as mueh as the 1.4 months 
from the older drug. 

Aeross the universe of 
these drugs, priees are rising 
faster than benefits. In 1995 
the average eost of using a 
eaneer drug to deliver a “life 
year” of benefit to a patient 
was around $50,000 in 
eurrent dollars; today that 
preeious year eosts about 
$225,000. 

It isn’t just new drugs 
that are driving priees 
higher. Gleevee, Novartis’s 
important leukemia drug, 
eost $3,000 a month in 
2001, adjusted for infla- 
tion; it now eosts more than 
$9,000 a month. If the drug 
served only a small niehe, 
this might make sense. 

But Gleevee’s market has 
broadened and deepened 
over time, as the FDA has 
approved new uses. The in- 
erease ean’t be explained by 
a laek of eompetition either. 
Spryeel arrived in 2006, 
and Tasigna in 2007, yet 
Gleevee’s priee has kept go- 
ing up, as have those of its 
eompetitors. Name another 
seetor where that happens. 



Fast-forward to my life 
today: Less time for reading 
eomie books, more time 
spent reading tables of 
speeialty-drug priees, where 
I see a similar pattern. Priees 
are rising when basie rules of 
markets say they shouldn’t. 
Eaeh step of progress eosts 
more than the last; priees 
rise even when eompetitors 
appear, when the market 
size expands, when drugs 
work less well than hoped. 

Take Eli Lilly’s new 
eaneer drug, Cyramza. For 
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Seeking a Cure for 
Drug-Price Insanity 



SPECIALTY CANCER DRUGS HAVE SAVED AND EXTENDED 
THE LIVES OFTHDUSANDS OF PATIENTS. BUTTHEIR 
PRICES HAVE MORETHAN QUADRUPLED IN TWO DECADES. 
BECOMING ATHREATTO THE HEALTH CARE SYSTEM. TO 
BENEFIT FROM THESE MIRACLE PHARMACEUTICALS. WE 
NEED A RATIONAL WAYTO KEEPTHEIR PRICES IN CHECK. 



By Peter B. Bach, MD 



B ack in the 1970s, my older 

brother and I would some- 
times detour on our way home 
from sehool to our favorite 
used-eomie-book store. An 
overflowing eorner bin offered 
beat-up eopies of The Flash, 
Batman, and The Fantastie Four, prieed at a dime 
for one eomie, a quarter for two. 

My brother would joke that three must eost 
500. He understood that the prieing was up- 
side down, with the seeond eomie eosting more 
than the first. I guess that ean happen in a store 
foeused on people who ean fly and see through 
buildings, but it shouldn’t happen in a world 
where prieing is rational. 



Drugmakers argue that 
high prices reflect the bene- 
flts of their products to pa- 
tients and help them recoup 
costs for the many paths to 
discovery that turn out to be 
culs-de-sac. Often they point 
a Anger at the burden of 
regulations. 

That last argument rings 
particularly hollow because 
the FDA recently enacted 
shortcuts that have eased 
approval for some drugs. 
Amgen’s leukemia drug 
Blincyto was approved last 
year, and Medicare agreed 
this summer to give hospitals 
money to buy it, without the 
company having to show in 
an expensive randomized 
trial that the drug saved 
lives or even that it worked 
better than any current 
drugs. In a normal market 
the savings from these 
shortcuts would be passed 
on to patients. Yet Amgen 
charges around $60,000 a 
month for Blincyto— more 
than twice the annual income 
of the typical person in 
Medicare. (Amgen told the 
Wall Street Journal that the 
price in part reflected “the 
complexity of developing, 
manufacturing, and reliably 
supplying” the drug.) 

To criticize drug pricing 
is to raise a more difficult 
question: Is any price too 
high to save or extend a 
life? But in the U.S., prices 
are rising not because they 
must, but because they can. 
No entity holds them down. 
Instead, state and federal 
regulations require nearly 
every insurer to provide 
access to all cancer drugs, 
which means the companies 
can charge what they like. 
Doctors, meanwhile, are 
trained not to consider the 
cost of a treatment when 
making medication choices. 

We need a different sys- 
tem, in which the innovation 
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THE BIG THINK 




$250,000 




1996 1 1993 1 2000 1 2002 . 2004 ' 2006 2008 1 2010 ! 2012 ' 2014 



DRUG APPROVAL DATE 




PRICESARE 
RISING WHEN 
BASIC RULES OF 
MARKETS SAY 
THEYSHOULDNT. 
EACH STEP OF 
PROGRESS COSTS 
MORETHANTHE 
LAST; PRICES RISE 
EVEN WHEN 
COMPETITORS 
APPEAR.” 




we dearly need is also in- 
novation we can comfortably 
afford. Rather than paying 
the price the company wants 
to charge, we should pay 
based on the value of what 
the company has produced. 
We’d have to define “value”— 
a term that means different 
things to different people- 
hut the definition should 
encompass the value not only 
to patients but to science and 
society as well. 

We don’t have this kind 
of model in the U.S., but 
we could. My Memorial 
Sloan Kettering colleagues 
and I have developed a 
proof-of-principle plat- 
form called DrugAbacus 
(drugabacus.org). The model 



incorporates multiple com- 
ponents of value that can be 
changed depending on what 
approach makes the most 
sense. For instance, the user 
can decide to give more or 
less value to the amount of 
benefit patients get from a 
treatment (as measured in 
additional fife years) or to 
how much it cost to develop. 

This is not uncharted ter- 
ritory. In Europe health care 
systems anchor drugs’ pric- 
ing to their value; the U.K.’s 
National Health Service will 
not include drugs in its for- 
mulary if their cost exceeds 
their value to patients. 

What would paying for 
value look like? If its price 
were based primarily on 
fife years added, Cyramza 
would cost a little more 
than Avastin for those extra 
0.2 months, but not twice 
as much. Blincyto and other 
drugs would cost a fraction 
of their current price. My 
hospital rejected Sanofi’s 
drug Zaltrap after we ran a 
DrugAbacus-like calcula- 
tion and deemed it too ex- 
pensive. The manufacturer 
then halved the drug’s price 
for its U.S. customers. 

If we link drugs’ prices to 
their value, we can continue 
the vital quest to lengthen 
and improve people’s lives. 
We can draw a bull’s-eye 



around the places where 
innovation is needed most. 
And we can mandate that 
treatments be affordable for 
patients. This last, vital part 
of the formula would require 
insurers to jettison the 
multi-thousand-dollar co- 
payments they often tack on 
to expensive specialty drugs. 

I usually left my comic- 
book store with just one 
magazine; my brother 
sometimes grabbed two. We 
never found out how much 
a third one would have 
cost. But in health care, we 
do know that spending on 
cancer and other specialty 
drugs is likely to more than 
double, to $400 billion an- 
nually, by 2020. Patients are 
being driven into bank- 
ruptcy, while Medicaid and 
the Veterans Administration 
have been driven into the 
red. If we want innovation, 
and we certainly do, the so- 
lution to affording it lies in 
paying only for its value. ni 



Peter B. Baeh, MD, is direetor 
of the Center for Health 
Poliey and Outeomes at 
Memorial Sloan Kettering 
Caneer Center. 



CHART source: DAVID H. HOWARD, PETER B. BACH, ERNST R. BERNDT, AND RENA M. CONTI, “PRICING IN THE MARKET FOR ANTICANCER DRUGS,” JOURNAL OF ECONOMIC PERSPECTIVES, 2015 
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FROM THE EDITOR 



The unsung heroes of air travel today 
also happen to be the most visible: flight 
attendants. They are the face of the airline 
and have the greatest impact on your flying 
experience. I’ve learned, first hand, that this 



job is much harder than it looks. Several 
years ago, I visited the American Airlines 
flight attendant training facility in Dallas 
and participated in several emergency 
procedures. My heart pounded, and I 
swallowed back fear during the emergency 
drills, which included feeling my way out 
of a demonstration aircraft in (simulated) 
smoke-filled darkness; jumping, feet first, 
onto a Boeing 767 evacuation slide; and 
inflating and climbing into a raft floating in 
a pool of cold water. 

I can attest to the fact that safety comes 
first with flight attendants. But thankfully 



emergency skills are rarely used. For 
passengers, what’s arguably more top of 
mind is personalized attention and timely 
on-board service. Our feature story on the 
new technology flight attendants have to 
help them deliver that service is a behind- 
the-scenes eye-opener. 

Here’s to safety first — and to 
unwavering service with a smile. 

I 

Jjanet Libert 
Editor 





CHECKIN 

BY KAREN GOODWIN 




LET’S LUNCH IN LONDON 



AIRBUS PLANE WOULD LEAVE CONCORDE IN THE DUST 



The supersonic Concorde, which once 
shuttled passengers between New York 
and London and Paris in roughly three 
hours, is but a fond memory for veteran 
travelers. But Airbus has filed a patent 
for Son of Concorde, an ultrarapid 
air vehicle that could potentially fly 



between New York and London in an 
hour. The plane, propelled vertically by 
rocket engines, would travel more than 
four times the speed of sound: at 3,400 
mph. Have patience if you want to book 
this flight; it could take 30 to 40 years to 
enter service, if ever. 



DEFENDING DINGS 

APP TRACKS RENTAL CAR DAMAGE 
Worried about disputing damage on a car 
rental? The Record360 app allows you to 
take video and snapshots of the car as you 
move around it, tapping the screen to note 
where you see existing damage. The video is 
geotagged and timestamped before it uploads 
to the company’s independent repository. 
Bonus: It also can be used to document the 
condition of vacation home rentals. 





Luxury Lounge at Houston 

lAH GETS AN AMERICAN EXPRESS CENTURION EACILITY 



American Express is opening its seventh 
Centurion Lounge at Houston’s George Bush 
Intercontinental Airport in the first half of next year. 
The 8,500-square-foot lounge will open in the 
new international Terminal D. Amex platinum card 
holders will have complimentary access to the 



lounge’s workspaces, showers, free Wi-Fi and a 
full bar and food buffet. Other Centurion airport 
lounge locations: Dallas/Fort Worth, Las Vegas, 
Miami, New York’s LaGuardia, San Francisco and 
Seattle-Tacoma. Those with non-Centurion Amex 
cards can purchase access for $50 per day. 
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MONEY TO BURN 

MANY TRAVELERS ARE WILLING TO PAY 
EVEN MORE EOR EXTRA AMENITIES 




You may loathe the anoillary servioe fees 
that airlines oharge, but the majority of us— 
partioularly Millennials— would be willing to 
pay for more premium servioes, aooording 
to a FlightView survey. Nearly 60 peroent 
of travelers surveyed would be willing to 
pay for the following premium servioes: an 
RFID tag on their bags to traok the luggage 
looation in real-time, 53 percent; the ability 
to oheok luggage at the gate temporarily 
in order to shop and dine more freely, 40 
peroent; priority baggage olaim, 37 peroent; 
ourbside rental ear piekup, 35 peroent; flight 
status alerts automatieally sent to family, 
work, hotel and ground transportation, 

26 percent; and the ability to pre-order 
food and drinks at airport restaurants via 
mobile deviees, 18 peroent. Millennials are 
even more willing to shell out for a better 
travel experienee, with nearly 75 percent 
interested in paying for those servioes. 




THE ULTIMATE UPGRADE 

DELTA OFFERS PRIVATE JET FLIGHTS TO ELITES 

It’s one thing to score an upgrade to business or first class. It’s another to upgrade 
from a commercial flight to a private jet. That’s what Delta Air Lines is doing 
for “Diamond Medallion” elite members of its SkyMiles frequent-fiyer program. 
Upgrades to private jets will cost $300 to $800, depending on the destination. 
Delta plans to roll out the program slowly, starting at its East Coast hubs via 
its Private Jets division. “Diamond Medallion” members typically spend 
$15,000 at Delta and travel at least 125,000 miles or 140 flight segments per 
year, though the airline may expand it to other routes and SkyMiles tiers. 




Quick Pickup 

NEW SERVICE ENABLES ADVANCE FOOD ORDERS AT AIRPORTS 



If you’re flying through San Francisco and Boston, consider ordering and paying for 
your airport food in advance via the AirGrub app, which allows you to pick up your 
food — and alcoholic beverages — at a designated time in your departure terminal. 
Participating restaurants are part of the Tastes on the Fly dining group. AirGrub is 
looking to expand the concept to additional airports later this year, possibly to other 
Tastes on the Fly concessions in Denver and New York’s JFK. 



IN BRIEF 



Hilton plans to launch a new mid-scale, “value-oriented’i brand early next year,' with rates lower 
than its current mid-scale Hampton Inn brand 



Midway International Airport will 
undergo a $ 248 million renovation to ex pand concessions and to add 1,400 parking spots and 
a much larger security checkpoint area tT United’s Terminal C at Newark will get a $120 million 
makeover that will include 55 dining venues, complete with an iPad at every seat ( about 6,000. 
tablets). The renovation will be completed sometime next year 



Virgin Atlantic Airways and Delta 
Air Lines have opened a new 300-person lounge at the 02,' an entertainment venue in London. 



ET-3 






BRIEFING 



FROM THE FLIGHT DECK 



CHRIS COOKE has been a pilot with a 
major domestic carrier for more than 20 
years and currently flies long-haul routes 
on the 777. He began his career with the 
U.S. Marine Corps, received Navy flight 
training and was a Top Gun graduate. 

T 



Stick the 
Landing 



WHAT MAKES THE DIFFERENCE 

BETWEEN A SMOOTH GLIDE TO THE RUNWAY 

AND A BONE-JARRING THUD? 



I t was a beautiful, clear night as our Boeing 757 

descended into Chicago. The captain I was flying with 
had been with the airline more than 11 years. He had 
plenty of flying experience, having been on the 747-400 
as a first officer, but he was new to the 757 as captain. 

As we descended through 75 feet on our approach to the 
runway, he unexpectedly pulled the throttles to idle and raised 
the nose to what he thought was a good landing position and 
sight picture. It wasn’t the proper technique to land a 757, 
and it botched the landing. What he did put us into a stalled 
condition 40 feet above the runway, essentially dropping us out 
of the sky onto the tarmac. Luckily, no one was hurt, and we 
didn’t damage the aircraft. The landing was the worst I’d expe- 
rienced in almost 35 years of military and commercial flying. 

I spent the next hour instructing the captain on how to ap- 
ply basic flying techniques to the 757. Unfortunately, he made 
the same errors on his next three landings. Upon pulling in 
to the gate after our final leg together, I gave him the op- 
tion to volunteer for more training or be reported to the chief 
pilot. Thankfully, he opted for the former and was out with an 
instructor for another round of training later that week. 

Landing a large jet aircraft smoothly and safely is a chal- 
lenge, especially when there are numerous variables. First and 
foremost is the experience level of the pilot who’s landing the 
plane. Pilots with the major U.S. legacy airlines are only autho- 
rized to fly one aircraft type at a time. As a pilot gains senior- 
ity with a company, he or she will progress to bigger aircraft 
for pay grade boosts or to smaller aircraft if moving from first 



Weather, crosswinds, visibility 
and turbulence affect a pilot’s 
ability to land a plane expertly 



officer to captain. Experience levels vary with flight time in a 
particular aircraft. 

Weather, crosswinds, visibility and turbulence affect a pilot’s 
ability to land a plane expertly, as well. In addition to these 
variables, pilots may have different landing preferences: There 
are those who fly their aircraft all the way to the ground, while 
others just don’t have the air sense. 

Even the best, most experienced pilots have the occasional 
rough landing. I’ve had a couple of them, myself. Usually, 
those happen when a pilot is new to a particular aircraft and 
isn’t completely comfortable with how it handles close to the 
ground. Another cause might be excessive crosswinds com- 
bined with landing on a short runway. In that case, the pilot 
must force the plane onto the runway to stay in the smaller 
touchdown zone. 

Those situations are not dangerous because airliners are built 
to handle stresses well beyond the typical hard landing. But 
beyond consideration for the equipment, a pilot’s job is to get 
passengers to their destinations as safely and as comfortably as 
possible. Providing smooth landings is one way pilots show their 
skill and finesse, and it’s something all pilots strive for. © 
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1^ Taipei - North America | Los Angeles • San Francisco • New York • Seattle • Houston • Vancouver • Toronto 
Taipei -|china | Beijing • Shanghai • Xi'An • Guilin • Hong Kong • Macau • Hangzhou • Chengdu • Guangzhou • Shenzhen 
Taipei - Southeast Asia | Ho Chi Minh City • Bangkok • Singapore • Manila • Kuala Lumpur • Jakarta • Bali • Hanoi • Surabaya • Phnom Penh 
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Taipei - the Best Link to Cross the Pacific 



Short transit times and seamless flight schedules to/from North America, most major cities in 
SE Asia and 29 destinations in China make Taipei convenient for stress-free trans-Pacific travel. 





Optimize 
Your Trip 

7 IIACKK TO MASTER BUSINESS TRAVEL 



rOUR SMARTPHONE, IPAD AND LAPTOP may be tbe engines ttiat power your proles- 

slon — however we're also reaffirming our work relationships in person more than ever. In 
2015, Arr>erlcar>s are set to take more than 492 million business- related trips — and spend 
nearly $300 billion on business travel — ^according to the Global Business Travel Association 
With so micb time spent on the road and In the air, efficiencies en route are all the more 
essential These seven hacks, forged by veteran mad warriors^ will ensure you get as much 
value from the journey as you dq from your meetings upon arnvaL 



1 FIND A BETTER HUB 

Conskler this: the closest airport might not 
make the most sense for makrnH cofinectlens, 
Insidefs know that Toronto Paarson is one of tio 
smartest airports for Pusfiess travelers. Here, you 
can riy nonstop on Air Canada's r^etworfc through 
Canada and to South America, Europe, the Middle 
East, and Asia. This efficient Toronto hub actually 
reduces the flight time lo many destinations (it 
bears mentiofilng that Air Canada offers the shortest 
elapsed time from ttie U,S. northeast cofridor to 
downiowr^ Tokyo with Its flight to Haneda) . Plus you 
donT have to recheck your bags on the relum coo- 
necdoo through Toronto as you do with other aiiports. 
Another big perk: the airport's free Wi-Fi. 



2 JUftnPTHELINE 

Who wants fo waste time waiting in line? TSA 
Pre/{$85J can be used at more than 156 
airports, speeding you through security check- 
points wUh sjYOfter lines and fewer hassles (no remov- 
ing your shoes}, Global Entry ($100} helps you breeze 
through customs in a number of U,S. and imeroa- 





tionat airports, including Toronto Pearson Intema- 
tJonal. Passengers on Air Canada roturoi ng to the U.S^ 
from mtefnatlonat destitiaflons via Tcraito through the 
Pearson hub don't need to pick up bags. Connecting 
passengers have priority access to U.S, cusfoms in 
Toronto, allowing for convenient connecting limes. 
Once arriving home in the U.S„ they just pick up bags 
and wa^ out of the airport' 



LEVERAGE YOUR LOYALTY 

To rack up miles, look for programs with the 
best rewards, such as Air Canada Altitude. 
Uilike many fnequent-flysr programs. Altitude mem- 
bers get up to three free checked bags, tipg rades on 
International flights after 25,000 miles, unrestricted 
c^plimentary Maple Leaf Lounge access when 
you hft 50,000 miles, and concierge service after 
100,000 mllfls. Plus, Canada's partnership with 
Star Alliance provides benefits on 27 global airlines, 




4 00UBLE DOWN ON ELECTRONICS 

There's nothing worse than arriving at your 
destination only to realize you left your 
computer charger at home. Rather than constantly 
repacking cords and adapters, set aside a second 
travel set (pro tip; keep it in your suitcase). You'll 
always have that crihcal cord for every big presenta- 
tfoo. Airlines including Air Canada even offer power 
ports from tha convenience of your plane seat. 

5 ALWAYS STAY CONNECTED 

Why risk missing vital emails because your 
4G connection isn't working or you can't 
find a Wf‘Fi hotspot? Guarantee that you're always 
plugged In by buying a mobile jetpack. Anoitlier hack: 
transform your smartphone into a mobile hotspot. 
Just be careful, as this trick dfalns power and data. 

6 SLEEP LIKE A BABY 

Want to arrive at your destination as rested 
as if you stayed In a hotel? Air Canada 
offers oomfortaWe, fully He-flat seats in International 
Business Class. Additional^, you can enjoy landing 
without feeling lethargic, thanks to ahti-|et lag lighting 
[n the state-of-the-art 787 Dreamliner, Bonus: It'll 
offer your company a more productive e?«eculive upon 
arrival. 



7 STAY HEALTHY WHILE TRAVEUNG 

Thanks fo a growing number of smart hotel 
brands, wellness and business travel ^en't 
mutually elusive. Hotels are installing workout 
gear in rooms, providing healthier menus, stocking 
minibars with organic food, and even, aeatng beds 
that encourage better ^eep. • 
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WELL CONNECTED? 

So are we. 



^Ira^elSmarter 



Fly to Europe or Asia daily from over 45 U.S* cities through Toronto. 
With Air Canada your next flight could change the way you think about 
business travel altogether. We call it traveling smarter Learn more at 
A i rC an ada . c om /Travel Sm arter 
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Devices 

Abound In Flight 



Cabin crews are now more oonneoted 
and more effeotive, thanks to new devioes. 
By Harriet Baskas 



D on’t be alarmed if the cabin attendants on your 
next flight seem to be spending a lot of time 
looking at their personal electronic devices. 

They’re not checking Facebook, watching the 
latest viral animal video on YouTube or tweeting 
about the antics of the misbehaved passenger in row 12. 

More likely, they’re using their airline-issued devices to 
determine which passengers will have tight connections, who’s 
having a birthday, and who’s entitled to a complimentary drink. 

In the same way mobile technology has literally lightened the 
loads of pilots by replacing stacks of paper charts and manuals 
with programmed iPads, apps on mobile devices that can 
facilitate sales and access passenger information are changing 
the way flight attendants work in and out of the cabin — and 
they’re helping airlines improve their bottom lines. 

“Equipping crew members with digital devices gives them 
access to information that allows them to address passengers in 
a relevant way,” says Raymond Kollau, founder of airlinetrends. 
com. “It’s also a way to increase inflight revenues, as the 
transaction process is quicker.” 

In late 2012, American Airlines became the first airline to 
equip all its flight attendants — at that time more than 20,000 — 
with mobile tablets for use on board its planes. 

Now American has about 26,000 flight attendants (as a result of 
its merger with US Airways), and all are equipped with Samsung 
Galaxy Note 3 phablets. That enables them to receive corporate 
email, check in for their shifts, and get real-time access to 
passenger seat assignments, loyalty program status, special service 
needs, premium class food and drink choices, connecting gate 
details and other information, says Charles Sueur, American’s 
senior manager of onboard products and flight service technology. 



“We also provide 
third-party apps that help 
them serve customers 
better, such as Google 
language translator, 

FlightAware and weather,” 
says Sueur. 

An electronic version of 
the 2.5-pound paper manual 
flight attendants previously 
carried also is loaded onto 
the devices. “It was a big, 
square, hulking thing they 
used to put in their carry- 
ons that took up a lot of 
space,” says Linda Carlson, 

American’s director of flight 
service communication and technology. 

Now, says Kollau, about two dozen airlines around the world, 
including Delta, United, JetBlue, British Airways, KLM, Air 
France, Lufthansa, Iberia, Emirates, Etihad and Qantas, have 
joined American and other carriers in equipping cabin crew with 
smartphones, tablets and phablets. Delta Air Lines’ 22,000 flight 
attendants have been using smartphones in the cabin since 2013. 

“In the past, we relied on a lot of paper,” says Edelyne 
Remy, a flight attendant-qualified program manager with 
Delta’s onboard services division. “Now we can give real-time 
feedback to the company on things such as catering 
discrepancies and missing items on the aircraft. And with our 
guest services app, we have more information about customers 
and can interact with them better.” 



“Equipping crew 
members with digital 
devices gives them 
access to information 
that allows them 
to address passengers 
in a relevant way.” 

-Raymond Kollau 
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“Before, all of 
these things 
were just on one 
piece of paper 
that we’d all have to 
share ... Now each 
of us has all the 
information on 
our apps.” 

-Renee Goldfoos 



Approximately 3,700 Alaska Airlines flight attendants have 
been using mobile apps loaded onto iPhone 6 Plus phones since 
May 2015. 

“It’s changed our jobs in so many ways,” says Renee Goldfoos, 
who has been an Alaska Airlines flight attendant for 31 years. 

In addition to transforming the bidding process and check-in 
procedures for cabin crew members, Goldfoos says apps on their 
carrier-issued mobile devices now allow flight attendants to 
access information such as the seat locations of unaccompanied 
minors and the location of elite mileage members entitled to 
special perks. 

“Before, all of these things were just on one piece of paper that 
we’d all have to share, and it was kind of hit or miss whether the 
printer at the gate had good ink that day or whether a drink got 
spilled on the paper once we had it in the cabin,” says Goldfoos. 
“Now each of us has all the information on our apps.” 

This summer. United Airlines issued iPhone 6 Plus 
smartphones to more than 20,000 flight attendants. Stephanie 
Lex, a flight attendant with the airline, now uses United’s 
customer service app to resolve problems such as when two 
people show up with boarding passes for the same seat. “Before, 
I’d have to call the gate agents and wait for them to come down 
the ramp with a paper seat assignment chart while people stood 
around being stressed in the aisle,” says Lex. “Now I can use the 
app to resolve the problem instead of just passing the buck.” 

Going forward, flight attendants and other airline personal, 
passengers and third-party developers are exploring additional 



ways in which the in-cabin devices can be utilized. 

The wish list at Alaska Airlines is more than 40 items long, 
says Shelly Parker, director of Inflight, and includes using the 
digital devices to list the names of qualified people on a flight 
who could help out in the event of a medical emergency. 

Another suggested use is having an in-app form that indicates 
whether an unaccompanied minor or a passenger with a special 
need has been given a required briefing. 

SITA Lab, which researches air transport technology, is 
looking at how wearable devices, such as Google Glass and 
Apple watch, might be integrated with CrewTablet, the SITA 
OnAir system cabin crew members are using or testing on more 
than a half-dozen airlines. 

Increasing passenger-crew interaction by integrating 
CrewTablet with the in-flight entertainment systems on 
airplanes and personalizing the experience more also is on the 
agenda. 

“For instance,” says SITA Portfolio Director Toby Tucker, 

“the airline might be able to send a happy birthday message to 
an individual’s seatback screen.” 

Whatever the end use, the digital age has reached the sky, 
and there seems to be no limit to its end uses. O 

CO 

HARRIET BASKAS writes the “At the Airport” column for | 

USA TODAY and is the creator of StuckatTheAirport.com. < 

in 

< 
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ADVERTISEMENT 



HAINANT^ ,T, ^ i 

AIRLINES North America s 
Premier Ticket to China 



Since its inaugural flight from Beijing to Seattle in 2008, Hainan Airlines has 
expanded its award-winning service to include direct flights linking Beijing, 
Shanghai and five cities across North America. Now travelers from Chicago, 
Boston, Toronto and San Jose can also experience the comfort, eleganoe and 
oonvenience of one of the world's most celebrated airlines. 



Hainan’s 
onboard 
amenities 
perfectly 
complement 
the Dreamliner’s 
state-of-the-art 
design. 



Hainan’s international fleet 

Hainan operates a fleet of 10 
Boeing 787-8 Dreamliners on its 
nonstop routes linking China and 
North America. With 34 new 
787-9 Dreamliners on order, the 
first of which will be delivered in 
2016, Hainan is proud to fly one 
of world s most modern long-haul 
fleets. These flagship aircraft 
include spacious cabins, cutting- 
edge technologies and innovative 
safety features that ensure your 
experience onboard is 
comfortable and smooth. 

Elegance in flight 

Hainan’s onboard amenities 
perfectly complement the 
Dreamliner’s state-of-the-art 
design. Comfortable 180-degree 
lie-flat seats in business class, 
gourmet Western and Chinese 
meals, turndown service and fresh 
espresso all make for an elegant 




experience during your flight. 

A full suite of inflight 
entertainment ensures all 
passengers have a relaxing and 
enjoyable flight. 

Elite service on the ground 
and in the air 

For five consecutive years Hainan 
has received a five-star rating 
from Skytrax, the international 
airline ratings organization. 
Hainan’s premier service has long 
been its hallmark, providing 
passengers an exquisite experience 
from the moment they step 
onboard until they disembark. On 
the ground, Hainan offers its 
premium class long-haul 
passengers amenity-filled lounges 
and complimentary chauffeured 
limo service to and from the 
airport in its Chinese and North 
American gateways. 



International network 

Hainan now offers its elite service 
and innovative products to five 
cities in North America, 
including the recently 
inaugurated San Jose-Beijing 
route, the only nonstop flight 
from Silicon Valley to China. 
Hainan’s new partnership with 
Alaska Airlines allows passengers 
to earn points on either airline 
when they fly. And Hainan’s 
participation in Points.com 
enables even more travelers to 
experience the elite service and 
elegant hospitality of Hainan 
Airlines. 

For more information about 
Hainans premier experience and 
to book your next flight, visit 
hainanairlines. com. 









A beautiful flight, now serving more 
gateways across North America 
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Hainan Airlines proudly spreads its wings across the 
United States and Canada forty times a week. Fly from 
Boston or Seattle to both Beijing and Shanghai, or from 
Toronto, Chicago and San Jose/Stlicon Valley to Beijing. 
Save time and enjoy comfort and convenience - nonstop. 
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EVERY YEAR SOMEONE ASKS why W0 still nccd an issue 
devoted to the Most Powerful Women in business. 
“You’d never run a men’s issue,” they say. “Aren’t you 
being sexist?” Let’s concede the obvious: For decades 
every issue of Fortune (and every other business 
publication) was a men’s issue. But as women took 
on increasingly important roles in corporations, 
there were finally enough of them to merit a special 



By Jennifer Reingold 



Illustration 6?/ STEVEN WILSON 
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spotlight— hence the creation of Fortunes first MPW ranking back in 1998 
Things have improved since then, though women remain woefully 
underrepresented in executive suites. Still, the process of assembling 
this annual list has drawn us to ever more compelling people involved 
in deals and dramas of ever higher stakes. For proof, check out our 
main list, with 27 CEOs— including the chiefs of GM, IBM, PepsiCo, 
d DuPont— whose companies are worth a combined $1 trillion. O^ne 
femn ire on Kathleen Kennedy , the onetime secretary who runs Lu^sfilm. 
Or the profile of Phebe Novakovic, the CIA operative turned C 
of General Dynamics. Or “ The Google Effect,’’ which shows how the 
search giant is a talent factory for women leaders (of other companies). 
These insightful and provocative stories reveal how power, leadership, 
ambition, and, yes, gender are playing out in the heart of business today. 





Lucasfilm president 
Kathleen Kennedy, 
photographed in July 
at the company’s 
home base in San 
Francisco’s famed 
Presidio— some 
380 miles north 
of Hollywood, the 
moviemaking capital 
where she is a 
dominant force 





KATHLEEN 

KENNEDY 



LUCASFILM 



From 






- 

■ 'Jt-M 






Kathleen Kennedy has long worked 
in the shadows of moviemaking 
legends such tfs Steven Spielberg 
apd George Lucas. Now, as her 
Star Wars megaflick readies for 
release, she is getting her star turn. 
V It^ a tale perfect for Hollywood. 

Sy Michal Lev-Barn 







MOST POWERFUL WOMEN 2015 



NO. 42 KATHLEEN KENNEDY 



The blond, dreadlocked 
German to my left is on 
the verge of tears. And 
perhaps a grand mal 
seizure. “O/i, mein Gott, 
oh, mein Gott,” he says, 



hyperventilating as he jumps up and down, his 
sandaled feet hitting the floor with a series of 
thuds. In his hands: a small eameorder, whieh he 
desperately tries to keep steady while eatapulting 
himself into the air. The footage he’s eapturing 
will surely be unwatehable, beyond the correetive 
capabilities of even the most advanced image- 
stabilization tools. But right now it doesn’t matter. 
My overly enthused neighbor, one of more than 
60,000 frenzied fans who have traversed the globe 
to attend the Star Wars Celebration in Anaheim 
this past April, is about to have his mind blown. 

This annual gathering of the sci-fi franchise’s 
most fervent followers is the first such event to co- 
incide with a new episode of the space saga in a de- 
cade. (Unless you’ve been living on the remote, icy 
planet of Hoth, you probably know that Star Wars: 
The Force Awakens is due in theaters Dec. 18.) Cele- 
brants, many of whom camped out in line the night 
before, file into the Anaheim Convention Center’s 
auditorium. Some are bearing lightsabers (the ones 
with the new, surprisingly controversial “cross- 
guard” design) and wearing costumes— or at the very 
least T-shirts emblazoned with the iconic, bulbous- 
lettered Star Wars logo. Furry Ewoks, robed Jedis, 
and way too many dual-bunned Princess Leias to 
count take their seats. But they won’t stay seated 
for long. As composer John Williams’s overture, one 
of the most recognizable motifs in cinematic his- 
tory, blasts from the sound system, everyone is on 
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his feet. This year’s star-studded, opening day pre- 
sentation will include appearances by Carrie Fisher, 
Mark Hamill, and other members of the original 
cast (Harrison Ford, sadly, is still recovering from a 
recent plane crash), as well as emerging idols from 
the new film and its red-hot director, J. J. Abrams. 

But the biggest newcomer on stage is the queen 
of the entire intergalactic Star Wars empire. No, 
not Padme Amidala, but Kathleen Kennedy. 

Kennedy, the president of Lucasfilm and the 
producer of The Force Awakens, appears from 
stage right, microphone in hand. Her shoulder- 
length, light-brown hair is salon-grade shiny. Her 
smart white blazer and dark, fitted pants are board- 
meeting-ready. But the rainbow-colored Star Wars 
logo on her T-shirt gives her just the right amount 
of understated nerd cred. 

“Thank you for the pizzas!” one of the adulating 
fans yells out. The night before, she and Abrams had 
ordered pizza for those camped out in line. “You’re 
welcome!” shouts back the matriarchal leader of 
this tribe. Three years ago these were George Lu- 
cas’s people. They’re now Kennedy’s. Outside of the 




franchise’s fanboy and fangirl orbit, however— and 
beyond Hollywood’s inner rings— the longtime 
movie produeer is far from a household name. She 
is no Lueas or Steven Spielberg. But she has spent 
deeades making movies with both iiber-direetors. 
In faet, Kennedy is the most prolifie female film- 
maker in Hollywood, having produeed 77 movies 
in a nearly 40-year eareer. Her eurrieulum vitae 
is ehoek-full of sky-high-grossing and eritieally 
aeelaimed bloekbusters: Jurassic Park, E.T. the 
Extra-Terrestrial, and Schindler’s List, to name a 
few. Colleetively these movies have raked in more 
than $11 billion in worldwide box-offiee sales and 
garnered 120 Aeademy Award nominations. 

And yet Kennedy has largely remained in the 
shadows of the very men who helped propel her 
eareer forward— most notably Spielberg. In an in- 
dustry that often spits out women when they hit “a 
eertain age,” Kennedy, 62, is finally eoming into her 
own. Handpieked by Lueas himself, she now pre- 
sides as president of Lueasfilm, the San Franeiseo- 
based eompany founded by the Star Wars ereator in 
1971 . These days it’s up to her, not Lueas, to restore 



the onee-revered studio, steering it out 
of a 10-year-long funk. It’s a story line 
worthy of an elevator piteh: the seere- 
tary turned studio boss. A 21 st-eentury 
Working Girl. 

The tale, though, is by no means 
over. Her task remains a formida- 
ble one: returning the franehise to 
its eelebrated roots— making mov- 
ies that foeus on story and eharaeter, and less on 
eomputer-generated imagery. (One of her first 
moves: To rework the plotline for The Force Awak- 
ens, she reeruited sereenwriter Lawrenee Kasdan, 
who eo-wrote some of the most-beloved earlier epi- 
sodes of the spaee saga.) 

Kennedy has to prove herself to more than just 
Jedi-wannabes. Right after he brought her into 
Lueasfilm in 2012, Lueas sold the studio and all 
its divisions— a speeial-effeets shop and audio pro- 
duetion unit, among others— to the Walt Disney 
Co. for $4 billion. Three years later, as the new 
Star Wars film nears its mueh-awaited debut, the 
pressure and expeetations are mounting. “This is 



K Kennedy’s dream team at 
Lueasfilm, photographed in 
July. More than half of her direet 
reports at the 2,000-person 
eompany— ineluding Kiri Hart 
(seated far left), who runs the 
story department— are women. 



TOP ROW, FROM LEFT: 

Ali Comperchio, 
Ada Duan, Josh Lowden, 
LoriAultman, Rhonda 
Hjort, Jason MoGatlin, 
Kayleen Walters, 
Lynne Hale 

BOTTOM ROW: 

(to the right of Hart) 
Vioki Dobbs Beok, 
Howard Roffman, 
Rob Bredow, 
Lynwen Brennan 
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WORLDWIDE 
GROSSES FOR STAR 
WARS MOVIES 



in 2015 dollars 

2015 

THE FORCE AWAKENS 



2005 

REVENGE OF THE SITH 



2002 

ATTACK OF 
THE CLONES 



iggg 

PHANTOM MENACE 



igo3 

RETURN OFTHEJEOI 



igoo 

THE EMPIRE 
STRIKES BACK 



ig?7 

STAR WARS 



^ The six episodes in the 
Star Wars saga released 
so far have brought in $7.3 bil- 
lion in inflation-adjusted dollars^ 
not inoluding reissues of the 
films. Analysts expeot Episode 
VII, premiering at Christmas, 
to be one of the biggest box- 
offioe draws of the bunch. 



KATHLEEN KENNEDY 

a $4 billion movie,” Bob Iger, the CEO of Disney, 
says during a reeent phone interview, jokingly re- 
ferring to the sum he paid for the eompany. “There 
is so mueh riding on this film.” 

During the reeent fan eonvention in Anaheim, 
Iger was in the front row, watehing Kennedy work 
the erowd. And he advised the team tasked with 
putting together a trailer shown at the event— whieh 
amassed a reeord-breaking 88 million views on You- 
Tube in its first 24 hours. “I get involved in eertain 
things beeause I feel they are important to the eom- 
pany,” says Iger. “As I eonsidered my priorities for the 
year, this [The Force Awakens^ was one of them.” 
The wager seems to be well plaeed. “This has 
to rank as the most antieipated film in the last 20 
years, easily,” says Paul Dergarabedian, a senior an- 
alyst with box-offiee researeh firm Rentrak. Other 
industry watehers, meanwhile, have been raising 
their tieket sales estimates. Morgan Stanley’s Ben- 
jamin Swinburne wrote in a reeent report that he 
expeets the film to be “wildly profitable,” trailing 
only 2009’s Avatar and 1997’s Titanic. The new 
Star Wars episode eould bring in $650 million in 
the U.S. alone and $2 billion globally, he prediets— 
figures within shouting distanee of those of most 
other analysts. That doesn’t eount the additional 
$5 billion in merehandise sales (for branded toys, 
videogames, and other paraphernalia) expeeted in 
2016 alone, nor does it begin to take into aeeount 
the multi-year-long pipeline of other Star Wars mov- 
ies, TV shows, and themed amusement park “expe- 
rienees” now in the works. In other words, Kennedy 
has enough projeets to keep her busy for years to 
eome— and, quite likely, to make the new Lueasfilm 
head, who reports to Disney Studios ehairman Alan 
Horn but also direetly updates Iger (and the board), 
an indispensable asset to the parent eompany. 

That’s all the more important in light 
of ESPN’s slip in the latest quarter. Sub- 
seriptions at the money-printing sports 
network, also owned by Disney, took a 
“modest” dip, as Iger eharaeterized it in 
an August eall with analysts. (That sent 
Disney shares down more than 9% in 
one day.) So the Mouse House eould use 
a new eash eow. 
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But the rising attention from Disney exees, the 
press, and would-be Wookiees isn’t something Ken- 
nedy is aeeustomed to, nor something she sought. 
When I join her baekstage at the Star Wars Celebra- 
tion, she tells me: “I’ve always said that I don’t want 
to be in front of the eamera.” 

She’d better get used to it. By year-end, even those 
who don’t know their Lannik from their Phindians 
will know who she is. The question will no longer be 
“Who is Kathleen Kennedy?” but “Why haven’t we 
heard of her yet?” 

xlcf/; KATHY MEETS STEVEN 

AMONG KENNEDY’S MANY unsung elaims to fame is 
one— or rather two— partieularly ehallenging ein- 
ematie aeeomplishments: E.T.’s lifelike eyes. 

The 1982 fiiek about a boy who befriends a 
stranded alien was Kennedy’s first produeing eredit. 
It was also a giant leap from her small-sereen roots. 
After studying teleeommunieations and film in the 
mid-1970s at San Diego State University, she snagged 
a job as the lone female eamera operator at a loeal 
television station. One day a few years into her TV 
produetion eareer, she went to see a new sei-fi film. 
Close Encounters of the Third Kind, whieh was 
written and direeted by Spielberg. The film inspired 
her so mueh, she says, she dropped everything and 
headed north to Los Angeles to break into Hollywood 
moviemaking. She ealled up her former eollege 
roommate, an aetress who was married to direetor 
Robert Zemeekis— and the friend got Kennedy her 
first interview, with filmmaker John Milius, who was 
developing Spielberg’s next movie, 1941. 

Kennedy landed a not-so-glamorous position: 
as Milius’s seeretary. One of her first tasks was 
eataloguing his gun eolleetion (the direetor and 
Apocalypse Now writer was also a longtime board 
member of the National Rifle Assoeiation). Appar- 
ently she had a knaek for instilling order— and that 
eaught Spielberg’s eye. “I notieed that John had a 
very organized offiee,” Spielberg reealls during a re- 
eent phone interview. “I was watehing how Kathy 
handled all of his ineoming requests, and I said, 
‘Sinee I’m direeting this movie, shouldn’t I have a 
top-noteh seeretary?”’ Spielberg pulled rank and 
asked Kennedy to work for him. 

She didn’t last long as the legendary direetor’s 
note taker— mainly beeause she wasn’t taking any 
notes. “She was supposed to take minutes at meet- 
ings but would spend most of the time talking,” 
says Spielberg. “I was wondering if this was the 
protoeol for seeretaries in Hollywood.” 

The Berkeley-born daughter of a superior eourt 
judge father and a stay-at-home mom was both 
praetieal and ereative, and not afraid to speak her 
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K Kennedy, clad 
in a Star Wars 
Episode VII jacket 
at San Francisco’s 
Presidio, has men- 
tored a number of 
women in an indus- 
try long dominated 
by men. “If I’m stuck 
in a Turkish prison, 
she is my first phone 
call,’’ says Dream- 
Works producer 
Kristie Macosko 
Krieger. 




mind. Not long after he hired her as a seeretary, 
Spielberg promoted Kennedy, then 26, to be his 
assistant— a role that was less administrative than it 
sounds. Then, almost as swiftly, she was named an 
assoeiate produeer. In 1980, when Spielberg began 
working on E.T.— the idea originated as a sequel to 
Close Encounters of the Third Kind— he asked Ken- 
nedy to eo-produee it with him. 

Among her first big ehallenges: getting E.T.’s 
eyes to look more human. “There’s a famous saying 
that they are the windows to the soul,” says Ken- 
nedy. “We knew that for E.T. to feel real, you had to 
have some eonneetion to his eyes.” 

Her own eyes are blue, and they light up raptur- 
ously when she retells stories from her early days 
as Spielberg’s produeing partner. Her primary role, 
she reealls in a eonversation at Lueasfilm’s San 
Franeiseo headquarters, was to make sure that the 
fantastieal vision for eaeh movie eould be brought 
to life. That was how she found herself speeding off 
to the Jules Stein Eye Institute, a eenter for oph- 
thalmology researeh in Los Angeles, in seareh of 
some real-world inspiration. In this ease: moun- 
tains of prosthetie eyes. “They were literally bring- 
ing me these drawers full of eyeballs,” she reealls. 
“You start looking at the irises and the size of pupils 
86 and the eolor of the white around the eye, and you 

start realizing that there’s so mueh variety.” 



Kennedy persuaded the young woman work- 
ing at the institute to let her borrow two palettes 
of “oeular prostheties,” promising to return them 
that same day. She hurried baek to Spielberg, who 
was simultaneously shooting a new horror movie. 
“I go running onto the set of Poltergeist,” says Ken- 
nedy. “And we went through the eyes and figured 
out what eombination of eolors we wanted for E.T. 
And then I raeed baek.” Kennedy asked the young 
woman at the institute to paint the model for E.T.’s 
eyes. The woman wasn’t allowed to get paid for do- 
ing any outside work, so the quiek-witted produeer 
eame up with a different plan: Kennedy would fur- 
nish her apartment instead out of the film’s budget. 
“That was our handshake deal,” she says, ehuekling 
at the memory. “And she did an absolutely fabu- 
lous job— she found the look, she found the soul.” 
E.T. and his emotive blue eyes went on to break 
box-offiee reeords. And Kennedy’s role as Spiel- 
berg’s indispensable produeing sidekiek was sealed. 
“She and Steven were almost the same person,” says 
Dennis Muren, a visual-effeets pioneer who has 
worked at Lueasfilm’s Industrial Light & Magie di- 
vision sinee 1976 and who eollaborated with them on 
E.T. “Both of them are very emotional, and they want 
to express themselves through their art.” Spielberg 
has another explanation as to why the partnership 
has worked: “I’m Jewish and she’s Irish Catholie, 
so it was perfeet from the get-go.” His more serious 
reason: Kennedy’s sense of humor. “In a pressure- 
eooker-like environment— seript development or 
produetion— it’s a blessing when someone in the 
middle of a meltdown ean find something to make 
you laugh,” he says. Kennedy, meanwhile, lavishes 
eredit on her mentor, who trusted in her abilities. 
“I was doing everything, whether it was finding the 
writer, developing the seript, putting the produetion 
crew together, finding a storyboard artist,” she says. 
“Whatever it was that was needed, he’d just say, ‘You 
do it.’ So it was trial by fire. I just dove in.” 

Kennedy’s many creative partners attest to her 
ability to stay calm when the storm inevitably hits. 
“If I’m stuck in a Turkish prison, she is my first phone 
call,” says Kristie Macosko Krieger, a DreamWorks 
Studios producer whom Kennedy mentored before 
taking on the top job at Lucasfilm. But her thirst 
for perfection and dogged attention to detail— fun 
fact: she arrived at one of our interviews with three 
pages of her own typed-up notes— can be daunting 
to co-workers. “You never bring a problem to her 
that you don’t already have a solution to,” says John 
Swartz, co-producer of Rogue One, an upcoming 
Star Wars spin-off movie, and Kennedy’s former 
assistant. Some who know her well but didn’t want 
their names mentioned have called her “intimidat- 
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‘SHE WAS 
SUPPOSED TO 
TAKE MINUTES 
AT MEETINGS 
BUT WOULD 
SPEND MOST 
OFTHETIME 
TALKING AND 
WASN’T WRITING 
ANYTHING DOWN. 

I WAS WONDERING 
IFTHISWASTHE 
PROTOCOL FOR 
SECRETARIES 
IN HOLLYWOOD.” 

STEVEN 
SPIELBERG 



K Above, with 
Spielberg 
during the filming 
Empire of the 
Sun 
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ing” and “controlling.” But mostly, those around 
Kennedy deseribe her as an imaginative yet praetieal 
multitasker who ean get the impossible done— and 
fast. “Onee I’m determined to make a movie, Kathy 
goes full speed,” says Spielberg. “Sometimes my best 
advice to her was to slow down.” 

That may be the one bit of eounsel that neither 
one of them has heeded. Over nearly four deeades 
the two have made dozens of movies together: The 
Color Purple, Empire of the Sun, Hook, Munieh, and 
many more. In addition, Kennedy had her own pro- 
duetion company on the side: In 1992 she and her 
husband, producer Frank Marshall— they ve been 
married for 28 years and have two daughters to- 
gether-formed The Kennedy/Marshall Company, 
through whieh they’ve made more experimental 
and eritieally lauded films, sueh as Persepolis and 
The Diving Bell and the Butterfly. 

In the ever-eomplieated arrangements of Holly- 
wood, Kennedy/Marshall and Spielberg’s Amblin 
Entertainment have also continued to work hand 
in hand produeing movies. In 2011, for example, the 
two eompanies eollaborated to make a grand biopie 
of Abraham Lineoln. A year later, when they were 
wrapping the film, which would eventually be nomi- 
nated for 12 Osears and win two, another suitor 
eame ealling. It was her old friend George Lueas. 

Act II: GEORGE STEALS KATHY FROM STEVEN 

KENNEDY AND LUCAS first met when she was still 
Milius’s seeretary. At that time, Lueas hadn’t yet 
soured on Tinseltown and was working a few doors 
down from Milius’s offiee on the Columbia Pietures 
lot. In the early 1980s, Kennedy, Marshall, Spielberg, 
and Lucas banded together to make Indiana Jones 
and the Raiders of the Lost Ark, traveling to Tunisia 
and Hawaii for shoots and partying along the way. 
“We were all, you know, a group, a elique, whatever,” 
says the 71-year-old Lueas in a rare interview at his 
offiee at Skywalker Ranch, just north of San Fran- 
cisco. (The filmmaker no longer has a day-to-day role 
at the eompany but still owns the seeluded, sprawling 
pieee of land that onee housed all of Lueasfilm.) 

Eventually, though, Lueas retreated to his Bay 
Area refuge, and he and the rest of his Raiders 
erew went off in different professional direetions. 
“Steven is mueh more of a studio person, and I’m 
mueh more of an anti-studio person, so I had 
my own operation up here,” says Lucas, whose 
eounter-establishment rhetorie— mueh like his 



silvery hair— only seems to thieken with age. 

But by 2012, even with that protective distanee 
from Hollywood, Lucas was feeling burnt out. With 
Star Wars, he had ereated a limitless world of fan- 
tastieal, intergalaetie mythologies. The first trilogy, 
whieh debuted in 1977, had blown away einema- 
goers and erities, pioneered seemingly impossible 
speeial effeets, and spawned what is probably the 
longest-lasting and most loyal fan base in movie 
history. The second Star Wars trilogy, otherwise 
known as the prequels, launehed in 1999- Those 
movies made a bundle at the box offiee (a eolleetive 
$2.4 billion) but reeeived mixed reviews. Lueas was 
personally lambasted for over-relying on computer- 
generated images and bringing one of the most an- 
noying alien eharaeters to life— the elumsy Gungan 
outeast Jar Jar Binks. The eriticism wore on him. And 
as Lueas eheeked out, Lueasfilm devolved into a stag- 
nant, though still luerative, entity that fed off of its 
intelleetual-property revenues— a fattened-up Jabba 
the Hutt who’d eaten too many Klatooine paddy frogs, 
if you will. “George was just not enjoying it anymore,” 
says Muren, the visual-effeets speeialist. 

Act III: KATHY TAKES OVER CDMPANY- 
AND DOMINATES HOLLYWOOD 

LUCAS KNEW IT was time to do something else— but 
not before he left his baby in eapable hands. At first 
he struggled to come up with a sueeessor. “I raeked 
my brain to figure out who do I trust and who do 
I know really well and is level-headed, who under- 
stands the business side of it but also understands 
the ereative side of it,” he says. “And finally I banged 
into it and said, ‘Oh, my God, it’s Kathy.’” 

To Lueas, Kennedy’s ability to maneuver through 
studio eireles while maintaining high artistie stan- 
dards may have even surpassed that of his old 
friend Spielberg. “Steven beeame powerful enough 
to where he was pretty mueh left alone,” says Lueas. 
“I mean, he never really exereised his power as far 
as I was coneerned, but Kathy learned how to navi- 
gate that world very, very well.” 

In Lueas’s own mind at least, the deeision was 
made. When he invited Kennedy to meet for luneh 
in New York in April 2012, he asked her if she knew 
he’d been toying with the idea of retiring. “I thought 
he wanted to ask me to eome up with some names 
for him,” reealls Kennedy. Onee she realized he was 
offering her the job, she almost agreed on the spot. 
Lueas, though, first had to eall Spielberg. “He wasn’t 
teehnieally her boss— it was just about friendship,” 




Lucas says. “It was kind of like, ‘Oh, by the way, 
Steven, I’m going to marry your wife.’” (Lueas says 
Spielberg was initially in shoek but eame around 
quiekly. Spielberg says he appreeiated the gesture.) 

By June 2012, Kennedy was named eo-ehair of 
Lueasfilm, initially running the studio alongside its 
founder. She barely had time to settle in, however, 
before another big shift eame along. Unbeknownst 
to Kennedy, Lueas was already in talks to sell Lu- 
easfilm to Disney. (He had likewise kept Disney in 
the dark while negotiating with Kennedy.) His orig- 
inal intention had been to stay on for a few years, 
as his sueeessor transitioned into the eompany. He 
would then release the first film in the new trilogy 
and sell it off, with her at the helm. But, he says, 
things moved mueh faster than antieipated. Lueas, 
who was about to get married to his seeond wife 
and was entertaining the idea of having another 
baby, was eager to eseape the daily grind of run- 
ning a business. “I realized that I eould hold on the 
extra two years, and maybe make another billion 
dollars,” he says. “But at that point, when I was 68, 
I said, ‘Time is more important to me than money.’” 
By Deeember, the deal was done: Disney had ae- 
quired Lueasfilm, Lueas had stepped down, and Ken- 
nedy was now president— working for a new boss, 
Iger. From the start she had a litany of deeisions to 
make. Though she had helped run Amblin and eo- 
ereated a seeond produetion house with her husband, 
leading an organization the seale of Lueasfilm— with 
more than 2,000 employees on three eontinents— 
was an exponentially harder ehallenge. On top of 
that, Kennedy had to transform the eompany from 
one “that hadn’t been making movies for some time 
and that was more of a If anehise eompany into a 
produetion eompany,” says former Industrial Light 
& Magie president Lynwen Brennan. 

Lueasfilm was desperately in need of revitaliza- 
tion. It had beeome the unehallenged master of 
CGI, but it seemed to have forgotten how to tell 
great, original tales. A telling point was that it 
never had a story department, a group that over- 
sees all aspeets of eontent. So Kennedy ereated 
one, bringing in Kiri Hart, a former sereenwriter, 
^ to build out the group. The idea, as the new boss 
g deseribed it, was to ereate “a kind of institutional 
E knowledge ineubator. If somebody’s working on 
S an animated TV show or a videogame, they [the 
° story group] know what we’re doing on the movie 
^ side. Everybody talks to eaeh other.” 

2 A still more pressing task, though, was to rethink 



the story line that Lueas had sketehed out for the 
new Star Wars episode. Kennedy, frankly, wasn’t 
thrilled with the plot. Her new bosses at Disney 
expeeted the movie to eome out in the summer of 
2015, but Kennedy held firm that the projeet would 
all eome to naught without a great story line at its 
heart. “Every fiber in my being knew what I needed 
to do to at least get that movie off and running. So 
that’s what I foeused on,” she says. “A lot of what they 
were expeeting was, in my mind, unrealistie, be- 
eause nobody making the deals makes movies.” 

Kennedy quietly began to enlist Abrams— the hot 
auteur who had made the TV series Lost and the most 
sueeessful Star Trek movies— as direetor, along with 
other filmmaking partners, even before getting ap- 
proval from Disney. “I just went to them direetly and 
I made them keep a seeret,” she says. Then she went 
to Disney, telling them, “You’re going to have to trust 
me, but I need the following people or you will not 
have a movie.” Her new eorporate parent eonsented. 

In the midst of all this eame a more prosaie ehal- 
lenge: putting the brakes on eompany expenses. 
Kennedy began some modest layoffs, partieularly 
within the animation team, and shut down Lu- 
easfilm’s gaming division. A few exeeutives, like 
former ehief operating offieer Mieheline Chau, left 
voluntarily amid the ehanges. Kennedy appointed 
another woman, Brennan, in Chau’s stead. 

Indeed, the pioneering produeer has made a point 
of hiring and mentoring female managers over the 
years— more than half of her 18-person exeeutive 
team, with whom she meets weekly, is female (an 
anomaly in the movie biz, eertainly)— but that said, 
Kennedy has always been eomfortable in a male-ego- 
driven realm. (Says Lueas: “She was one of the guys.”) 

If the deeades she spent being the sole woman in 
the room or on set— or on the playing field— fazed 
her, she doesn’t let on. Even though the eompany 
she now runs has Lueas’s name in it, she is elearly, 
and eonfidently, the boss. And if the new Star Wars 
movie lives up to its hype, she may well be the most 
powerful woman in Hollywood too. 

The skilled water-skier and former quarterbaek of 
her seventh-grade football team (yes, a boys’ team) is 
ready for the big leagues— and knows why she’s here. 
“If I eould throw the ball farther than any of the guys 
that they were looking at to be the quarterbaek,” she 
says, “they wanted me to be the quarterbaek.” 

“You know why?” she asks a moment later, her 
mouth eurling into a badass smile. “Beeause they 
wanted to win the game.” 




“I RACKED MY 
BRAIN TO FIGURE 
OUT WHO DO I 
TRUST ... WHO 
UNDERSTANDS 
THE BUSINESS 
SIDEOFIT 
BUT ALSO 
UNDERSTANDS 
THE CREATIVE 
SIDEOFIT. 
AND FINALLY 
I BANGED INTO IT 
AND SAID, ‘OH, MY 
GOD,irS KATHY.’ ” 

GEORGE 
LUCAS 



7? Kennedy and 
Lucas (above) 
confer on the set of 
Indiana Jones and 
the Kingdonn of the 
Crystal Skull. 
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GUTS AND GRIT. This is what gets a leader on the Fortune 50 Most 
Powerful Women in Business list in 2015. Our new No. 1: Mary 
Barra, who has skillfully steered $156 billion General Motors through its massive ignition-switeh 
erisis. While the GM ehief exeeutive bumps IBM’s Ginni Rometty from her three-year pole position 
in our rankings, two other CEOs, PepsiCo’s Indra Nooyi and DuPont’s Ellen Kullman, thwarted 
shareholder aetivist Nelson Peltz and held on to their top-tier spots. Eleven neweomers on the list 
(up from nine last year) prove that power shifts eonstantly, but these tenaeious CEOs, along with 
the ehiefs of defense giants Loekheed Martin and General Dynamies, show that women are doing 
just fine in the business big leagues. The list that follows features 27 CEOs— 19 of them leading 
Fortune 500 eompanies. That’s a reeord. And a vast improvement sinee 1998— when we launehed 
the MPW list with just two Fortune 500 CEOs among the 50. —Patrieia Sellers 



By KRISTEN BELLSTROM, BETH KOWITT, MICHAL LEV-RAM, LEENA RAO, 
JENNIFER REINGOLD, PATRICIA SELLERS, ANNE VANDERMEY, 

PHIL WAHBA, JEN WIECZNER, VALENTINA ZARYA, AND CLAIRE ZILLMAN 



From left: Ginny Rometty 
[No.3]JBM; Mary Barra 
[No. 1], General Motors; 
Rosalind Brewer [No. 15], 
Sam's Club; Sheryl Sand- 
berg [No. 8], Facebook 
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MARY 

BARRA 

53. CEO. General Motors 



5^ 201^ RANK: 2 

In her second year 
as head of the na- 
I tion's largest auto- 

I maker, Barra— in 

f the top spot this 

h year— has led the 

p $156-billion-in- 

sales company 

II out from under 

p the shadow of 

p its 2014 ignition- 

p switch recall. Barra 
spent $2.9 billion 
II on recalls, which 

i| dropped 2014 

p profits 26%. Yet in 

p recent months she 
ii has beaten back 

p headwinds from 

P weak international 
p markets, as sales 

i| of expensive 

p trucks and SUVs 

ll have soared. Barra 
i! was one of the 

p few female CEO 

p participants in the 
P viral #ilooklikean- 

ll engineer Twitter 

p campaign, which 

p promoted women 

in tech. 




INDRANOOYI 

59. CEO and Chairman. 
PepsiCo 



GINNIROMETTY 

58. CEO. Chairman, and 
President. IBM 



MARILLYN HEWSON 

61. CEO. Chairman, and 
President. Lockheed Martin 



^ 3 



^ 1 



— ^ 





ELLEN KULLMAN 

59. CEO and Chairman. 
DuPont 



ABIGAILJOHNSON 

53. CEO and President. 
Fidelity Investments 



— 5 



Kullman notched a major [and 
rare] win against an activist 
in May when her shareholders 
voted down Nelson Reitz's 
proxy fight to split up DuPont 
and nominate his candidates to 
its board. Still, you can't fault 
his attempt to shake things up; 
revenue declined slightly last 
yearto $36 billion, while profits 
sank 25% to $3.6 billion. The 
chemicals conglomerate took 
a page from Reitz's playbook 
when it spun off its Chemours 
subsidiary in July. Kullman 
maintains it was her own idea 
all along. 



In October 2014. in a long- 
anticipated move. Abby Johnson 
succeeded her father. Ned. as 
CEO of the nation's second- 
largest fund manager. That puts 
her in charge of assets totaling 
$5.3 trillion. She's already cut 
costs and made major staffing 
changes— demonstrating that 
she's not afraid to shake things 
up. Johnson will need to nurture 
that bold streak to keep the 
company moving forward: The 
trend away from funds run by 
stock pickers— Fidelity's bread 
and butter— cost it $16 billion 
worth of business in 201^. 



As federal agencies have scaled 
back spending on information 
technology. Hewson has shifted 
the focus of the $45.6-billion- 
in-sales defense giant toward 
building military hardware. 
She's also considering shedding 
Lockheed Martin's govern- 
ment IT and technical services 
businesses. In July, to give the 
company its own helicopter- 
building capability, the 32-year 
Lockheed vet announced 
the $9 billion purchase of 
Sikorsky Aircraft, the maker of 
Black Hawk helicopters. Since 
taking over as CEO in 2013. 
Hewson has doubled Lock- 
heed's market cap. 



Despite Big Blue's seemingly 
unstoppable revenue slide— it 
hasn't reported a year-over-year 
sales increase in 13 guarters. 
and 201^ revenue fell 6% to 
$92.8 billion— Rometty remains 
atop IBM. though no longer the 
MPW list. Since taking on the 
CEO role in 2012. Rometty has 
shelled out $8.5 billion for more 
than 30 companies [the latest: 
Merge Flealthcare. snapped up 
in August for $1 billion]. She is 
restructuring the company to 
focus on technologies such as 
Watson, a cognitive computing 
system, and the cloud. 



ND. 



Nooyi marks her ninth year 
atop the $66.6 billion snack- 
and-drink behemoth in a 
stronger position than she's 
been in for a long time. She beat 
back a challenge from activist 
investor Nelson Reitz, landed 
a big marketing deal with the 
NBA. and managed to post 
organic revenue growth in 201^ 
even as consumers' tastes have 
shifted toward kale and guinea. 
She removed aspartame from 
Diet Pepsi this year— and has 
boosted R&D growth accord- 
ingly. Yet people are still eating 
Lay's— also good news for Nooyi. 



NO. 05 
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MEG WHITMAN 

59, CEO, Chairman, and 
President, Hewiett-Packard 



X 6 

By Nov. 1, Whitman will 
have executed one of the 
highest-profile separa- 
tions in corporate history, 
splitting the beleaguered 
Hewlett-Packard into two 
divisions: HP Enterprise, 
which includes server, 
storage, and network- 
ing products and which 
she will continue to run, 
and HP Inc., the PC and 
printer arm. The road to 
I separation has been rocky 
for Whitman, filled with 
‘ layoffs, executive shuffles, 
and a 30% decline in the 





SHERYL SANDBERG 

^6, COO, Facebook 



5 ? 10 

Sandberg's vision of Facebook 
as a mobile advertising giant 
is finally becoming a real- 
ity. Facebook's profits nearly 
doubled in 201^, to $2.9 billion, 
and mobile ad revenue now 
comprises 76% of its total 
ad sales, up from 62% in the 
second guarter of 201^. The 
next chapter in Sandberg's 
monetization strategy involves 
attracting more advertisers 
to viral photo-sharing app 
Instagram, which now counts 
300 million users. Facebook is 
also moving to capitalize on the 
social network's ^ billion video 
views a day. In May, Sandberg 
suffered the tragic loss of her 
husband, technology executive 
Dave Goldberg. She took his 
seat on the board of his com- 
pany, SurveyMonkey, in July. 




CAROL MEYROWITZ 

61, CEO and Chairman, 
TJX Companies 



12 

The parent company behind 
off-price chains like T.J. Maxx 
and Marshalls is conguering not 
only its market niche but also 
the broader world of retail. At 
the helm since 2007, Meyrowitz 
has led one of the few success- 
ful international expansions of 
a U.S. retailer. She's continuing 
the push with an announcement 
in July that the company would 
enter Australia. In fiscal 2015, 
TJX, with $29.1 billion in rev- 
enue, surpassed Macy's in size. 
Meyrowitz added the chairman 
title in June. 



NO. 09 

IRENE ROSENFELD 

62, CEO and Chairman, 
Mondelez International 



ifl 7 

Activist investors Nelson Peltz 
and Bill Ackman put pressure 
on Rosenfeld to break Kraft 
into two companies in 2011. 

Now Rosenfeld, who runs the 
resulting $3^ billion global 
snack business, is facing off 
against both men again. Peltz, 
who has a board seat, and Ack- 
man, who announced a $5.5 bil- 
lion [about 7.5%] stake in the 
company in August, are pressing 
her to cut costs and increase 
revenue. She's already imple- 
mented zero-based budgeting 
and closed old factories, which 
have boosted margins. 




SAFRA CATZ 

53, Co-CEO, 
Oracle 




PHEBENOVAKOVIC 

57, CEO and Chairman, 
General Dynamics 



55 11 

As its largest customer— the 

U.S. government— stabilized its 
defense budget, this onetime 
spy [see page 118], who took 
over as CEO in 2013, led General 
Dynamics to profits of $2.5 billion 
in 201^. That's up 7% from the 
previous year. Its Gulfstreamjet 
business, part of its $8.7 billion 
aerospace division, rebounded 
from a downturn during the 
financial crisis as corporate and 
individual buyers replaced aging 
fleets. Gulfstream booked almost 
$1 billion in new orders in 2015's 
second guarter, its best perfor- 
mance in seven years. 




LYNN GOOD 

56, CEO and President, 
Duke Energy 




55 1 ^ 



= 13 



One year ago, Catz and former 
co-president Mark Flurd were 
named joint CEOs of Oracle, 
replacing founder Larry Ellison, 
who remains executive chairman 
and CTO. While the timing [and 
structure] was unexpected, Catz 
has been groomed for the top Job 
for years. Fler responsibilities now 
include the manufacturing, fi- 
nance, and legal divisions. Oracle 
remains strong in enterprise 
technology, bringing in $38.2 bil- 
lion in its last fiscal year, though 
growth has waned as competitors 
such as Workday have emerged; 
profits in the same year fell 9%. 



Good, CEO since 2013, has 

spent much of her time at 
America's largest utility deal- 
ing with a massive coal-ash 
spill and enacting new safety 
measures. Now she has moved 
swiftly to bolster Duke's core 
utility business, investing 
$2 billion in a new natural-gas 
pipeline for North Carolina cus- 
tomers, and she hopes to spend 
another $2 billion to modernize 
Indiana's electrical grid. Good, 
whojoined the Boeing board 
in August, also plans to invest 
$3 billion in renewables over the 
next five years. 
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ROSALIND BREWER 

53. CEO and President 
Sams Club. Walmart 



— 15 

Sam's Club contributes 
only 12% of Walmart's 
total revenue, but 
the warehouse club 
division's $58 billion 
in sales makes it the 
eighth-largest retailer 
in the U.S. In fiscal 
2015. Brewer managed 
to increase Sam's op- 
erating income faster 
than revenue, which 
has been disappoint- 
ing; same-store sales 
were flat. The Lock- 
heed board member is 
investing in digital and 
going big on health and 
wellness, more than 
doubling the organic 
offerings at Sam's 
Clubs. 





NO. 14 

HELENA FOULKES 

51. President 
CVS/pharmacy; 
EVP. CVS Health 



55 26 

After CVS Health's 201^ 
decision to stop selling tobacco 
products. Foulkes. who handles 
$68 billion of CVS s overall 
$139 billion in revenue [see 
page 12^]. followed up with 
two major initiatives this year: 
helping oversee the $1.9 bil- 
lion purchase of Targets 
prescription-filling business— a 
deal that will give CVS the most 
pharmacy locations in the U.S.— 
and launching upgraded beauty 
and healthy food sections in 
many of the stores. 




URSULA BURNS 

56. CEO and Chairman. 
Xerox 



— 17 

Now in her sixth year running 
Xerox. Burns continues to steer 
the company away from printing 
hardware and toward software- 
oriented products, such as a 
disease-tracking platform and 
management tools for "smart" 
parking systems. In June she 
completed the sale of Xerox's 
IT outsourcing business, and 
she has pledged to spend up to 
$^00 million on acguisitions this 
year. The new businesses aren't 
offsetting declines in Xerox's tra- 
ditional products— the company's 
201^ revenue, at $19.5 billion, fell 
2% from the year before. 
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MARISSA MAYER 

^0. CEO and President. 
Yahoo 



^ 16 

Mayer continues to talk up 
Yahoo's turnaround plan, even 
as 201^ revenue stayed flat at 
$^.6 billion and its stock has 
fallen 35% since January. She 
maintains her focus on mobile 
and video advertising, and has 
been aggressively inking content 
and media deals, including one 
to host the first-ever live web- 
cast of a regular-season NFL 
game. Now the Chinese market 
collapse tarnishes Mayer's 
planned spinoff of Yahoo's mas- 
sive stake in e-commercejug- 
gernaut Alibaba. Also ahead for 
Mayer: twin girls in December. 



SUSAN WOJCICKI 

^7. CEO. YouTuhe. 
Google 



— 19 

YouTube's CEO since early 201^. 
Wojcicki [see page 110] has 
worked to turn the massive video 
site into a viable business. Now 
that half of YouTube's views come 
from mobile devices, she has 
revamped its mobile app. With 
some $^ billion in revenue. You- 
Tube delivers only a small fraction 
of Google's overall $71.5 billion 
in sales, but it is growing fast as 
it recruits content creators and 
advertisers to compete with an 
increasingly aggressive Face- 
book. Under Google's recent re- 
structuring. Wojcicki now reports 
to new CEO Sundar Pichai. 



N0.16 

ANGELA AHRENDTS 

55. SVP. Retail and 
Online Stores. 
Apple 



55 29 

Just over a year into her tenure 
as Apple's retail chief, the former 
CEO of Burberry is making her 
mark on the $183 billion tech 
giant [see page 100]. Ahrendts 
spearheaded the retail launch 
of the Apple Watch, which has 
received mixed reviews. Fler 
other focus has been integrating 
Apple's online and retail divisions, 
as well as expanding its China 
presence. She's being paid well to 
do it: The first woman on Apple's 
management team took home a 
package valued at $73.^ million in 
cash and stock in 201^. 




PAM NICHOLSON 

55. CEO and President. 
Enterprise Holdings 



55 22 

As the CEO of Enterprise Hold- 
ings. whose Enterprise. Na- 
tional. and Alamo brands make 
up almost half of America's 
rental-car market. Nicholson is 
the travel industry's top woman. 
A 3^-year Enterprise veteran, 
she became the company's 
first nonfamily CEO in 2013. 
Since then she's both grown 
the U.S. business and expanded 
overseas, boosting revenue 
18% to a projected $19.^ billion 
this year. Up next? A deal with 
Nissan to bring its car-sharing 
business to millennials via 90 
college campuses. 



93 








Engelbert, a 30-year 
Deloitte veteran, made 
history in March when 
she become the first 
woman to be named CEO 
of a Big Four consulting 
firm in the U.S. Deloitte 
is the largest profes- 
sional services firm in the 
nation, with $1^.9 billion 
in revenue and 70,000 
employees; Engelbert 
plans to hire 25,000 more 
in 2016. Before getting 
the CEO nod, the former 
college basketball 
star served as head 
of Deloitte LLP's audit 
subsidiary. 






DENISE MORRISON 

61. CEO and Presi- 
dent, Campbell Soup 



— 2 ^ 

Morrison has been one 

of the most vocal CEOs 
when it comes to ad- 
dressing the challenges 
facing Big Food. Since 
she tookthe top job in 
2011, she has attempted 
to remake the iconic 
company to appeal 
to consumers shift- 
ing their eating habits 
toward healthy and fresh. 
Campbell has acguired 
natural food brands like 
Bolthouse Farms, Plum 
Organics, and, in June, 
Garden Fresh Gourmet. 



SOSAN CAMERON 

56, CEO and President, 
Reynolds American 



53 36 

In the second year of 

Camerons second stint 
as CEO of Reynolds Ameri- 
can, the nations No. 2 
cigarette maker closed the 
$27.^ billion purchase of 
rival Lorillard— the largest 
deal ever led byafemale 
CEO. Cameron hasalso ful- 
filled her promise to make 
Reynolds what she calls 
the "vaper authority": Its 
Vuse became the nation s 
bestselling e-cigarette— 
with 33.6% of the market— 
intheyearsince its nation- 
wide release. 



ROTH PORAT 

57, SVP and CFO, 
Google and Alphabet 



In a surprise hire, Google 
tapped the former Morgan 
Stanley CFO as its finance 
chief in May. Just three 
months later, Porat [see 
page 110] gained even 
more clout when Google 
created a holding com- 
pany, Alphabet, to oversee 
Google and its other busi- 
nesses— and named her 
CFO of that company too. 
She's off to a good start: 
After presenting second- 
guarter 2015 earnings, 
Google's market cap rose 
by $65 billion. 



NO. 22 

HEATHER BRESCH 

^6, CEO, Mylan 





DEBRA REED 

59, CEO and Chair- 
man, Sempra Energy 



53 31 



53 30 



Bresch has overseen a 

lot of drama at generic- 
drug maker Mylan in her 
nearly four years as CEO 
[see page 132]. After 
acguiring part of Abbott 
Laboratories earlier this 
year, Bresch moved the 
$7.7 billion Mylan to the 
Netherlands in a con- 
troversial "tax inversion" 
play, then thwarted a plan 
from Israel-based leva to 
buy Mylan for $^0 billion. 
Now Bresch is trying her 
own hostile takeover of 
Ireland-based Perrigo. 



The first in her family 
to graduate from col- 
lege, Reed became the 
$ll-billion-in-sales en- 
ergy services company's 
first female CEO in 2011. 
Now she's pushing to 
expand, planning to invest 
more than $19 billion 
over the next five years in 
utilities and infrastructure 
in the U.S., Mexico, and 
South America. Despite 
the volatility in the indus- 
try, Sempra's stock has 
risen 80% during Reed's 
tenure. 




CARRIE TOLSTEDT SANDRA PETERSON 



55, Senior EVP, 
Community Banking, 
Wells Fargo 



56, Group Worldwide 
Chairman, Johnson & 
Johnson 



53 3 ^ 

Tolstedt, who moves up 

seven spots this year, is 
the woman behind every 
interaction that Wells 
Fargo's 22 million retail 
households have with the 
bank. She leads 102,000 
team members and 
oversees about 6,200 
retail locations. Fler sec- 
tor has been hamstrung 
by the current interest 
rate environment, but 
it's well positioned if the 
Fed finally nudges rates 
upward. 



^ 20 

Its stock price has 

flagged of late, but J&J's 
revenue rose more than 
^% last year to $7^.3 bil- 
lion, driven in part by 
Peterson, who heads four 
product segments worth 
$20 billion— including one 
of the fastest-growing 
consumer packaged- 
goods businesses in the 
U.S. last year. She also 
oversees IT and the sup- 
ply chain for all of J&J. 
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^8, CEO, J.R Morgan Chase Asset Management, 
J.R Morgan Chase 



55 32 

AFTER WORKING in various finance roles at 
Bankers Trust and elsewhere, Erdoes joined 
J.R Morgan’s asset management arm in 1996 
as the head of fixed income. In 2009 she was 
promoted to CEO of asset management. During 
her time as CEO, revenue has risen 50 %, to 
$12 billion, and the group now boasts $1.8 tril- 
lion in assets. Erdoes is actively involved in 
promoting gender diversity at the bank. 




MARGARET KEANE 

56, CEO and 
Rresident, Synchrony 
Financial 



BARBARA RENTIER 

58, CEO, Ross Stores 



30 

JUGITHMcKENNA 

^9, EVRand COO, 
Walmart U.S., 
Walmart 



McKenna was chief 
development officer 
of Walmart U.S. until 
December, when she 
was promoted to head 
operations of the 
$288-billion-in-revenue 
domestic business. In 
her first quarter, the U.S. 
division's store traffic 
increased for the first 
time since late 2012. 
McKenna is behind the 
opening of four new U.S. 
e-commerce fulfillment 
centers, the expan- 
sion of online grocery- 
shopping services, and 
Walmart's push to open 
more than 200 new 
stores this year. She 
also helped lead the 
company's initiative to 
increase starting wages 
to $9 in April. 




MARIANNE LAKE 

^6, CFO, J.R Morgan 
Chase 



55 ^6 

London native Lake, 

trained in physics, has 
heid the CFO post at J.R 
Morgan Chase for neariy 
three years now, oversee- 
ing a baiance sheet with 
$2.^ triiiion in assets. 

She is one of two women, 
inciuding Erdoes, on the 
banks 10-person operat- 
ing committee. Lake 
stepped into the spotiight 
this past summer when 
CEO Jamie Dimon an- 
nounced that she wouid 
be taking on a bigger roie 
on earnings caiis. 



NO. 35 

BRIGGET VAN KRALINGEN 

52, SVR, IBM Global 
Business Services, 
IBM 




Keane is the first CEO of 

Synchrony Financiai, the 
consumer finance busi- 
ness that was spun off 
from Generai Eiectric in 
the summer of 201^. She 
began as a debt coiiector 
at Citi, then rose through 
the ranks at GEto head 
the business that became 
Synchrony. The company 
reported net interest 
income of $11.3 biiiion at 
the end of 201^, and its 
stock price has risen ^0% 
since the IPO. 



55 37 

Rentier took the top job 

at Ross in the middie of 
its fiscai 201^, which 
turned out to be a banner 
year for the off-price 
retaiier. Saies, earnings, 
and operating margins aii 
Jumped, and in 
June it spiit its 
stock two -for- 
one. But in 
August, Rent- 
ier warned 
that the 
second haif of 
2015 couid be 
chaiienging. 




Van Kralingen oversees 
a business worth an esti- 
mated $19 biiiion, most of 
which is made up of IBM's 
global business services 
division, its internai IT 
consultancy. 
GBSs sales 
fell 3.1% in 
201^, so she 
is focusing on 
products such 
as anaiytics 
and heims a 
partnership 
with Appie. 




KATHLEEN MURPHY 

52, Rresident, 
Rersonal Investing, 
Fidelity Investments 



75 ^2 

Abby Johnson's promo- 
tion to Fideiity CEO was 
a boost for Murphy, 
handpicked by Johnson 
in 2009 to iead the com- 
pany's personai investing 
sector. Given her boss's 
disiike of the spotiight, 
Murphy may take an 
increasingiy high-profiie 
roie at Fideiity— one 
reason she'sjumping 
10 spots this year. It 
doesn't hurt that she 
has $1.8 trillion in assets 
under administration. 




NO. 36 ^ 

CAROLYN TASTAG 

5^, Group Rresident, 
North America, 
Rrocter & Gamble 



0 ^ 

In January the 

Canadian-born Tastad 
became the new head of 
P&G's struggiing North 
America division. She now 
oversees P&G's iargest 
market, with approxi- 
mateiy $30 biiiion of the 
company's $76.3 biiiion in 
saies, though the unit has 
shrunk as P&G seiis off 
nonperforming brands. It's 
a tough go at P&G right 
now: In the fourth quarter 
of fiscal 2015, P&G's over- 
all sales fell 9%. 
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ANN-MARIE CAMPBELL 

50. President. 
Southern Division. 
Home Depot 



55 38 



MICHELLE GLOECKLER 

^9. EVP. Consumables 
and Health and Well- 
ness; U.S. Manufac- 
turing Lead. Walmart 
U.S.. Walmart 



Home Depot continues 

tG outperform— and 
so does Campbell, now 
driving about one-third 
of revenues at the 
$83.2 billion retailer, 
whose same-store sales 
rose 5.7% in 2015 s 
second quarter. The 
Jamaican-born onetime 
cashier spends most of 
her time in her region s 
700-odd stores, where 
she's known as a prolific 
tweeter and champion of 
customer service. 



In her current role since 
June 201^. Gloeckler over- 
sees strategy for Walmart 
U.S.'s health and wellness 
business, as well as mer- 
chandising for segments 
such as beauty. She man- 
ages a whopping $78 bil- 
lion of the company's 
revenue. Gloeckler is also 
leading Walmart's initia- 
tive to buy $250 billion of 
domestic-made products 
in the next decade. 



NO. 39 

SHARI BALLARD 

^9. President of 
U.S. Retail and Chief 
Human Resources 
Dfhcer. Best Buy 




RETURN 

The electronics retailer 
is showing signs of 
health after a three-year 
turnaround plan incor- 
porating over $1 billion 
in cost cuts. One of the 
only members of the old 
regime to stay on. Ballard 
moved up last year to 
head U.S. retail— 81% of 
Best Buy's $^0.3 billion in 
revenue. The segment's 
sales have recently 
grown again after years 
of declines. 




CRYSTAL HANLON 

50. President. 
Northern Division. 
Home Depot 



In August. Hanlon was 
named to run Home 
Depot's Northern 
Division, which covers 
some 800 stores in the 
Midwest and Northeast, 
with estimated revenue 
of $27 billion. Hanlon 
started in 1985 as a 
cashier, intending to help 
pay for hertraining as a 
physical therapist. She 
never finished— good 
news for the company 
and the 110.000 associ- 
ates she now manages. 






JANE FRASER 

^8. CED of Citigroup 
Latin America. 
Citigroup 



55 ^8 

Fraser has been rack- 
ing up promotions at a 
blistering pace. In 201^ 
she was named Citi's 
head of global mortgages 
and also picked up the 
bank's consumer and 
commercial banking 
business. Then, in April, 
she was named CEO of 
Latin America. Fraser— 
who moves up seven 
places this year— is on 
a short list of possible 
successors to Citi CEO 
Michael Corbat. 




KATHLEEN KENNEDY 

62. President. 
Lucasfilm. Walt Disney 






Kennedy, long behind 
the scenes, is finally 
taking center stage [see 
page 80]. In 2012 the 
onetime assistant to Ste- 
ven Spielberg was tapped 
to run Lucasfilm— right 
before founder George Lu- 
cas sold the studio to the 
Walt Disney Co. for $^ bil- 
lion. This December the 
breathlessly anticipated 
latest chapter of the Star 
Wars saga— produced by 
Kennedy— should bring 
in $2 billion at the box 
office alone. 




DIANE BRYANT 

53. SVP and General 
Manager. Data 
Center Group. Intel 



The former CIO now 

runs Intel's data-center 
division, which raked in 
more than $1^ billion in 
201^ and— unlike the 
mobile group— grew 18% 
last year. Bryant, who 
has said she never even 
intended to go to college, 
studied engineering and 
has been with the chip- 
maker since 1985. With 
president Renee James 
leaving, she will soon 
be the highest-ranking 
woman at Intel. 







LYNNE DOUGHTIE 

52. CED and Chairman. 
KPMGU.S. 

I?UVI 

After three decades at KPMG 
in both the audit and advisory 
businesses. Doughtie became 
head of the professional 
services firm in July. KPMG's 
12% year-over-year 
revenue growth in the 
U.S.— to nearly $7 billion 
in fiscal 201^— makes it 
the fastest growing of 
the Big Four. In addition 
to overseeing more 
than 27.000 people. 

Doughtie leads 
KPMG's efforts to 
boost the number of 
C-suite women. 



96 



FORTUNE.COM 



37: COURTESY OF HOME DEPOT; 38: COURTESY OF WALMART; 39: COURTESY OF BEST BUY; 40: COURTESY OF HOME 

depot; 41: courtesy of citibank; 42: joe pugliese; 43: courtesy of Intel; 44: david cannon— getty images 



r; 46: courtesy of r.j. Reynolds tobacco; 47: courtesy of cst brands; 48: courtesy of keycorp; 49: peter yang; 



ND.45 




ILENEGORDON 

62, CEO, Chairman, 
and President, 
ingredion 




NO. 46 

DEBRA CREW 

President and Chief 
Commerciai Officer, 
R.J. Reynoids Tobacco, 
Reynoids American 




KIMLUBEL 

51, CEO, Chairman, 
and President, 

CST Brands 



a ^0 

Since joining Corn 
Products International— 
Ingredion s former 
name— in 2009, Gordon 
has invested heavily in 
specialty ingredients, 
riding [and fueling] the 
world s non-GMO and 
gluten-free trends. 

This year she bought 
two ingredient compa- 
nies, Penford and Kerr 
Concentrates. Ingredion 
shareholders have seen 
the stocktriple during 
Gordon s tenure. 



id 

Who would have expected 
Crew, the former head of 
PepsiCo's North America 
nutrition unit, to join 
Reynolds American as 
head of its cigarette busi- 
ness? She did, last year, 
then helped integrate 
Reynolds's $27.^ billion 
purchase of Lorillard. Crew 
will oversee $8.8 billion 
of Reynolds's estimated 
$11 billion in post-merger 
sales and could succeed 
CEO Cameron. 



RETURN 

Lubel has led CST— one 

of the largest indepen- 
dent fuel retailers and 
convenience-store opera- 
tors, with $10.8 billion in 
sales— since its 2013 spi- 
noff from Valero Energy, 
where she was EVP and 
general counsel. She's 
been on an acguisition 
tear, doubling the Fortune 
500 company's reach in 
fuel distribution. Last year 
CST sold 2.9 billion gal- 
lons of fuel to the public 
in the U.S. and Canada. 




BETH MOONEY SHERI McCOY BETH COMSTOCK 

60, CEO and 56, CEO, Avon 55, Vice Chair, 

Chairman, KeyCorp Products Generai Eiectric 




BONUS 



PICK! 



TAYLOR SWIFT 

25, Singer; Music and Technology 
Industry Disrupter 
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The first woman to lead 
one of the country's 
top 20 banks, Mooney 
oversees assets of nearly 
$95 billion. She's credited 
with helping KeyCorp 
survive the financial cri- 
sis and for increasing the 
stock price by more than 
50% during her four-year 
tenure. Now she's work- 
ing to move KeyCorp 
ahead on technology, 
buying a tech-focused 
investment bank and 
partnering with Apple Pay 
and Hello Wallet. 



^ 27 

More than three years 
in, McCoy is still trying 
to fix the direct seller of 
beauty products— which 
has caused her to fall 
in our ranking. In 201^, 
Avon reported its third 
straight annual loss; the 
stock is down some 65% 
over the past year. Over- 
seas, the company was 
hit by a strong U.S. dol- 
lar. And while the North 
American business is on 
track to be profitable this 
year, its army of Avon 
ladies is dwindling. 






She's the first chief mar- 
keting officer to make 
the list. But she also 
oversees GE's $3 billion 
lighting business, plus 
venture investing and 
licensing. In August, GE 
CEO Jeff Immelt made 
Comstock a vice chair— 
the first woman to hold 
that title at the company. 
Her charge: leading 
business innovation 
across GE. She's also on 
Hike's board. 
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IT’S RARE THESE DAYS that a pop star 
bacomes known for more than diva 
behavior. But Taylor Swift is famous for 
her industry clout— which is why we’re 
giving her a bonus spot on the MPW 
list. Sure, she rocked it in her day job 
with 7959, the fastest-selling album 
of the past decade, with four No. 1 
hits and one of the largest-grossing 
North American tours this year. But by 
refusing to put her music on Spotify 
and then, in June, forcing Apple Music 
to change the way it compensated 
musicians during its trial period, she’s 
shifted the power dynamic back to- 
ward the artists. She’s also become an 
increasingly vocal advocate for female 
empowerment. Go, Team Taylor! is 
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KPMG presents LEADERS IN THE CLUBHOUSE | EXECUTIVE WOMEN+GOLF 



Condoleezza Rice 

66th U.S. Secretary of State 



CONDOLEiZZA RICE WAS A POWER PUTER BEFORE she ever 
took up golf. Today, the game is one of her favorite passions. Rice was 
ti>e first African-American woman to serve as U.S- Secretary of State 
as well as ore of the first women to become a member at Augysta 
Natior^al Golf Club. She makes time to play in between her myriad re- 
spons^llities, including her work as Denning Professor for Stanford's 
Global Center for Business arvd the Ecommy. She served In June as 
keynote speaker during the KPMG Women's Leadership Summit, part 
of the KPMG Women's PGA Championship. 

What makes spnrts^and golf In particular^so valuable for 
women? Why Is It Important for them to get Involved? Well, 
sports Is In some ways a lot like life. You work very hard at It. And 
they teach you perseverance, in a way that almost nothing else does^ 
because the experience Is so immediate. You succeed and you fail so 
immediately, and you canT be cryshed by having succeeded or failed on 
that day at that competition, or in golf on that hole when you have to go 
on to the next hole. What's more, athletes are committed and have great 
time management skills, They know how to overcome adversity, and 
the ones who play on teams know how to v^ork with teammates. Those 



skills are irreplaceable, and I almost think you cannot get It from any- 
thing else. I've never seen anything do it like sports. 

What's most important to you when assembling a team? Chem- 
istry and synergy are impoftant, but for me that comes from people 
who have different perspectives, backgrounds and experiences, I like 
the cacophony of people bouncing different views off of one another, I 
can't stand it when everybody in the room says 'Amen" to everything 
I say. If you are In a position of authority and don't have truth -tellera 
around you, people who will say, "‘YouVe off base here,' you are not 
going to be a very good leader. 

Students must often ask you about bow to become a leader. 
What do you tall tham? You don't become CEO or Secretary of State 
as your first job. You have some time to develop the skills, confidence 
and sense of purpose that goes with ever-increasing responsibility 
and leadership. Prepare yourself by learning to be a really good com- 
municator, whether in writing or verbally. Prepare yourself by learning 
Id organise other people and to develop leadership characteristics In 
others. A lot of leadership is recognizing and nurturing leadership, or 

you're going to be out there by your- 
self with nobody following. 




Mentorship is clearly one of your 
passions. I am a big believer in role 
models and mentors. It is great if 
your role model or your mentor looks 
like you, but sometimes you have to 
recognize that may not be the case- 
otherwise there would be no firsts, ff 
I had been waiting for a black female 
Soviet specialist role model, I'd still 
be waiting. So find your mentors and 
role models in people who advocate 
for you and care for you, and maybe 
you'll be the first and became a role 
model for somebody else. 



Rice believes differerit perspectives are essential 
for creating chemistry when building a team. 




Thank you for helping us 
Inspire Greatness. 



At KPMG, we're committed to supporting women in 
reaching new heights. 

The inaugural KPMG Women's PGA Championship, a 
world-class, major golf championship, and the KPMG 
Women's Leadership Summit inspired greatness in the 
next generation of women leaders. 

Thank you to our founding sponsors National Car 
Rental, Standard Life Investments and Zurich h 

Insurance for their partnership and shared ■ Jt 

commitment to the advancement of women / 

leaders. j 

Learn more about the 2016 KPMG Women's j 

PGA Championship and KPMG Women's '/ i 

Leadership Summit taking place June 7-12 at / m 
Sahalee Country Club in Sammamish, WA. r J 
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What the 
Heck Is 
Angela 
Ahrendts 
Doing 
at Apple? 










ANGELAAHRENDTS 

SVP RETAIL AND 
ONLINESTORES/APPLE 



Photographs JOE PUGLIESE 



By Jennifer Reingold 



She gave up a starring 
role as Burberry’s 
CEO to run the tech 
giant’s retail and 
online operations. As 
Ahrendts reveals in 
this Fortune exclu- 
sive, she’s starting not 
with the product- 
hut with the people. 
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“What^s your favorite 
smell, and why?” 

It’s fair to say this isn’t 
the question Angela 
Ahrendts, Apple’s senior 
vice president for retail 



and online, was expecting. She’s talking with some 
100 employees who are gathered on a recent day 
in the company’s Boylston Street store in Bos- 
ton, and she has just told them they can ask her 
anything. More predictable inquiries might have 
been, “What are you doing to revitalize the stores’ 
workforce?” which, until Ahrendts showed up in 
May 2014, hadn’t had a boss for more than a year. 
Or “How can we do a better job selling the Apple 
watch?” (Read on for her answers to both.) 

But right now, Ahrendts— whose tailored jacket, 
crisp white blouse, crucifix, and towering heels 
provide quite a contrast to the T-shirts and sneak- 
ers of the store’s team (not to mention their color- 
ful collection of beards, tats, and piercings)— must 
talk scents, after spending a good 20 minutes chat- 
ting, shaking hands, and posing for selfies. 

The question poser, store manager Marc Flynn, 
receives the full Ahrendts treatment: intense 
eye contact. Beatific dimpled smile. Thoughtful 
pause. A deep breath. “The smell of a cigar,” she 
finally says with mock gravitas. “Cigars. My father 
smoked cigars his whole life, and my husband once 
in a while does. And when he does, it reminds me 
of my father. It’s a heartwarming thing.” 

Olfactory preferences aside, there are lots of 
things people wonder about Ahrendts. Why did 
she, the celebrated architect of Burberry’s turn- 
around, give up her post as CEO and uproot her 
family to become, at best, the third or fourth most 
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powerful executive at the $183-billion-in-sales 
tech giant? Here’s another: What does Apple think 
Ahrendts— whom it paid an astounding $73.4 mil- 
lion in stock and cash in her first year— brings to 
a company that has redefined the technology and 
retail sectors, one that, at this point, seems not to 
need a whole lot of anything? And a third: What 
has she accomplished so far? 

On a visit to Apple’s Cupertino headquarters. 
Fortune spoke with Ahrendts, 55, and her boss, 
CEO Tim Cook, about her role and their longer- 
term plans. The first in-depth interview Ahrendts 
has given at Apple, it answers some of the ques- 
tions above— and reveals a lot about the compa- 
ny’s evolving philosophy. 

Ahrendts has implemented some important 
changes since arriving, including unifying previous- 
ly separate units that handled online sales and store 
sales. But so far her impact on the stores themselves 
has been modest to the outside eye. 




What Cook hired her for was not just her retail 
savvy— after all, Apple’s stores were already the most 
profitable in the world— but also her leadership. 
Ahrendts is the kind of person who ean eonjure pas- 
sion from people selling searves, treneh eoats, or— 
now— wearable eomputers disguised as watehes. 
Says Sir John Peaee, ehairman of Burberry and Stan- 
dard Chartered: “She motivates people. She inspires 
people. And she is the sort of person who wants to 
see things sueeeed as a team. It’s a rare quality.” 

Cook lured her out West to bring even more 
shine to what is already one of the great sueeesses 
of this— or any— era. Complaeeney has felled many 
legendary eompanies, and Apple, a plaee where 
transformative hits have beeome routine, knows it 
is not immune. 

Ahrendts believes the key to the eompany’s fu- 
ture is not just marvelous produets, but also engag- 
ing and energizing its nearly 100,000 employees, 
60% of whom now work in the $21.5 billion retail 



division. “If you’re going to employ 
people anyway,” she says, “why not 
make them the differentiator? 

They’re not a eommodity.” Now 
that there are 459 Apple stores in 
15 eountries, many people have 
their first Apple experienee inside 
a store — a first impression that eould forever tarnish ~ 

the brand if it’s not good. “Burberry was about build- 
ing a relationship,” she says. “But it was always about 
selling an amazing produet that you would have for- 
ever. Apple is just a deeper relationship with a mueh 
broader eonstitueney. Beeause it’s everybody.” 

That human toueh is one reason the Apple 
stores have been vdldly sueeessful from the start. 

Steve Jobs and Ron Johnson, who set up the origi- 
nal Apple stores in 2001, shook up retail with the 
Genius Bar and its helpful, highly trained workers. 

Now Apple wants to go even further. It has 103 

slowly beeome elear that Cook, who took over just . 



^ Above and on previous spread: 
Ahrendts meets workers at an 
Apple store in Miami, one of more 
than 100 such visits she has made. 



MOST POWERFUL WOMEN 2015 



ND.16 



“THE MORE 
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AOVANCEO 

OUR SOCIETY 

BECOMES, 

THEMOREWE 

NEEOTOGOBACK 

TO THE BASIC 

FUNOAMENTALS 

OFHUMAN 

COMMUNICATION.” 

ANGELA 
AHRENOTS 
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before Jobs’ death in 2011, is developing broader 
goals, in whieh the eompany uses its sueeess to ae- 
eelerate soeial ehange. The ideas, it seems, are just 
taking shape, but they involve enlarging the role 
of its stores. Apple has always intended for eaeh 
of them to be a eommunity eenter; now Cook and 
Ahrendts want them to be the eommunity eenter. 
That means expanding from serving existing and 
potential eustomers to, say, ereating opportunities 
for underserved minorities and women. “In my 
mind,” Ahrendts says, store leaders “are the mayors 
of their eommunity.” 

What would Apple’s late eo-founder think of sueh 
touehy-feely ideas? Is Ahrendts onto something, or 
is she merely an exeeutive at a high-flying enterprise 
with the luxury of $203 billion in eash to try out well- 
intended but possibly ill-eoneeived experiments? 
Apple is, of eourse, a publiely traded eompany, with 
the largest market value in the world. Is its reaeh for 
something beyond proflts an example of eorporations 
at their best? Or is it a sign of hubris, the equivalent 
of the old truism that a eompany has peaked when it 
deeides to build a lavish new headquarters? (Speak- 
ing of whieh, Apple’s $5 billion Norman Foster- 
designed “spaeeship” HQ is set to open next year.) 

It’s far too early to say, of eourse. But one thing 
Ahrendts is adamant about: The initiatives will 
make business sense for the eompany. 

AHRENDTS HARDLY NEEDED a new Start before she 
eame to Apple. The small-town Indiana native had 
topped off a 30-year retail eareer, whieh ineluded 
stops at Warnaeo, Donna Karan, and Liz Claiborne, 
by beeoming Burberry’s CEO in 2006. She man- 
aged an improbable feat, making the onee overex- 
posed plaid eool again with the global young and 
eonneeted. She did it by understanding that that 
erowd was experieneing even briek-and-mortar re- 
tail through a digital lens, at the time a rare insight. 

Ahrendts amped up Burberry’s online sales and 
brought teehnology to her boutiques— sereening 
runway shows there, for example— and to her exeeu- 
tives. On the first day iPads were available, she pre- 
sented eaeh member of her management group with 
one— and brought in Apple Geniuses to help with 
setup. She later provided one to every store worker. 

FORTUNE.COM 



“She saw it all eoming,” says Staeey Cartwright, 
Burberry’s former CFO and now ehief exeeutive of 
Harvey Niehols. Ahrendts was photographed for the 
eover of Fortune’s Asia-Paeifle edition in 2012 hold- 
ing not a Burberry treneh eoat but an iPad. 

And then Cook ealled. After Johnson left Apple 
Retail to beeome the CEO of J.C. Penney in 2011, 
Cook hired John Browett, a British retail exeeutive, 
to expand the stores. Cook quiekly realized he had 
made a grievous error: Browett, he says, was “not a 
eultural fit.” (Used to running ehains with thinner 
margins, Browett inflamed Apple’s retail staff by 
eutting work hours and benefits. When he left after 
just five months. Cook reversed the ehanges.) 

What the CEO wanted now was someone who 
eould revitalize the retail eulture— as well as inte- 
grate Apple’s online and retail operations, whieh 
were still, in 2014, run separately. He struggled. Then 
he eheeked out Ahrendts. “I visited Burberry stores 
and spent some time online. And you eould tell that 
she got it at a deep level.” Cook was also faseinated by 
her 2011 TEDx talk, “The Power of Human Energy,” 
whieh laid out her vision of leadership, one more 
about people than proeess and the team rather than 
the hero— one that squares with Cook’s own vision. 
One key line: “The more teehnologieally advaneed 
our soeiety beeomes, the more we need to go baek to 
the basie fundamentals of human eommunieation.” 

Says Cook: “The moment I met her, that was it. 
And then it was all reeruiting.” 

The eourtship was a slow one. Ahrendts would 
have to relinquish her CEO title, move her hus- 
band and three kids— the youngest of whieh was 
still in high sehool— 5,000 miles from London 
to the Bay Area, and ehange industries. She was 
nervous. She says she told Cook, “‘Don’t believe 
everything you read. I’m not a teehie.’ And he 
looks at me, and he goes, 1 think we have enough 
teehies here.’ And I said, ‘But you don’t understand. 
I’m not even really a great retailer. I hired great re- 
tailers.’ And he said, ‘Well, last time I looked we were 
one of the highest-produetivity-per-square-foot 
stores of any eompany on the planet. So I think we 
have a lot of those too.’” 

The introverted Cook lights up when asked how 
Ahrendts has done in her 16 months at Apple. “It 
felt like she’d been here a deeade her first day,” he 
says. “I knew she was going to be off the eharts, but 
she’s even more off the eharts than I thought. She 
eame in so fast, there was no [learning] eurve. I’ve 
never met a single individual like that before.” 

PART OF AHRENDTS’s INITIAL Strategy for fitting in 
at Apple was to stay under the radar (the eompany 
agreed to partieipate for this artiele only when it 
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became clear that Fortune was writing it regard- 
less of whether she consented to be interviewed). 
As a result, few outsiders have a handle on what, 
exactly, Ahrendt has been doing, apart from small 
tweaks like new shirts for the sales staff (they can 
choose between T-shirts and polos), moving iPods 
to the back of stores, and deciding to no longer 
use the iPad to show prices on display tables. Says 
Marc Heller, who runs consultancy RetailSails: “My 
struggle with understanding what she does is I don’t 
know where her imprint is, other than the obvious.” 

This was by design. “I didn’t dare say anything pri- 
or to six months,” Ahrendts says. “My dad used to tell 
me, growing up [citing Abraham Lincoln], It is better 
to remain silent and be thought a fool than to open 
your mouth and relieve them of all doubt.’ So I kept 
remembering that and chose not to overcommuni- 
cate.” In the meantime, she embarked on a Hillary 
Clinton-style listening tour, visiting more than 100 
stores, call centers, and back offices so far, answering 
questions, hearing complaints, and bestovdng her 
infectious energy and empathy on employees. (You 
could call her Apple’s chief emotive officer.) 

What did she learn from all that listening? First, 
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that the store culture needed a jump-start. Morale 
had suffered with the management turnover, and 
employees complained about a lack of trust. For ex- 
ample, store workers have to submit to bag searches 
at the end of the day to ensure they haven’t stolen 
anything. (Apple says the searches, which continue 
today, are common industry practice.) 

One of the first things Ahrendts did was insti- 
tute a now-weekly video communication in which 
she lays out the game plan. It may seem small, but 
every Apple store employee I spoke with cited it as 
a welcome change. The video is a combination pep 
rally and strategy session, with three key thoughts 
expressed in a few minutes. (Ahrendts has training 
in pep rallies: She was a varsity cheerleader at New 
Palestine High School back home in Indiana.) 

Last February, to better understand retail staffers’ 
perspectives, Ahrendts launched Share Your Ideas, 
an internal app in which they can propose improve- 
ments or lodge complaints. (Apple had a process be- 
fore, but it was mostly ad hoc and not Madely used.) 
Ahrendts says she reads every comment, and within 
48 hours someone from her team responds. 

One innovation to emerge from this program was 
the Genius Bar’s new Concierge service. Customers 
no longer must wait in the store; they can receive a 
text when the appointment is 10 minutes from start- 
ing and another one when the Genius is actually 
ready. The original idea came from an associate who 
saw it in practice at a department of motor vehicles 
office in Dallas. Says Carol Monkowski, Apple’s vice 
president of retail strategy: “I thought, Tf the DMV 
is outdoing us, I am frightened.’ But the great news 
is they told us this, and we are now in phase 1 of it.” 

Ahrendts is also creating a career path for Ap- 
ple’s retail employees. Generally, only managers 
could be promoted to, say, run a bigger store. But 
last June, Ahrendts set an annual goal of moving 
10% of employees around the world. Now Genius- 
es and regular associates can apply for transfers 
to, say, a store in China— or to headquarters. Says 
Stephanie Fehr, the company’s vice president of 
retail talent: “It’s just a huge developmental ad- 
vantage for people here.” (Another obvious way to 
improve morale would be to boost compensation. 
Store employees receive $13 to $18 per hour, ac- 
cording to Glassdoor, much better than most oth- 
er retailers but not exactly the kind of paycheck 
that builds a global career.) 

There are signs Ahrendts is having an impact. 
Apple is notoriously stingy when it comes to releas- 
ing internal data, but the company says retail em- 
ployee satisfaction has risen since Ahrendts arrived, 
and the latest numbers are the highest they’ve ever 
been. Says Fehr: “She is a uniter.” 
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BETTER COMMUNICATION WAS critical to Ahrcndts’s 
biggest task so far: the integration of Apple’s retail 
and online sales groups. Even as its produets allowed 
eompanies to streamline operations, Apple retained 
a bull^ strueture with separate leaders, staffs, and 
marketing plans. In the Jobs era, retail reported 
direetly to him, while online reported to then-COO 
Cook. It was the elassie Apple approaeh of ereating 
small teams and having them foeus on their own 
work. But it also ereated silos just as eustomers be- 
gan to toggle seamlessly between physieal and online 
shopping. “We always thought that having them sep- 
arate, you would vrind up vrith eaeh one being better,” 
says Cook. “But at some point dovm the line the eus- 
tomer changes.” Ahrendts understood this at Burber- 
ry, and since more than 80% of the people who eome 
into an Apple store have already visited its website, 
she says, it was silly not to operate the groups as one. 

The internal merger was no easy feat. It required 
eombining teams and eross-training Apple retail 
employees in online eustomer sendee, both in the 
stores and on the site itself Assoeiates were taught 
to use the site to help eustomers eomplete a sale if 
they preferred to buy that way, and online support 
teams needed to learn the way things work in the 
store. It also neeessitated a different mind-set— one 
that put the eustomer, not the loeation, at the eenter. 

The unified approaeh got its first real test vrith 
the April rollout of the Apple wateh, the first prod- 
uet to be introdueed sinee Ahrendts arrived. Initial- 
ly, one eould inspeet the deviee in a store but order 
it only on Apple’s website. That was partly beeause 
of eomponent shortages, it now appears, but vrith 
in-store staff ready to help eustomers plaee orders 
online, Apple says it avoided lost sales. 

As of mid- June, you eould buy the wateh in any 
Apple store— and, as of August, at Best Buy, whieh 
has reported early sales far beyond expeetations. Cook 
says Apple was able to begin selling in other ehannels 
earlier than he had antieipated, in part ovring to the 
improved feedbaek loop. “Beeause the stores are so 
quiek at learning what works and what doesn’t,” Cook 
says, “we’ve gotten to that point quieker. At one point 
I thought it might be the beginning of 2016 before we 
were in that position, so I feel really good.” 

The launeh also required that workers be trained 
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to do things like put the wateh on someone’s wrist, 
help make fashion assessments, and, of eourse, not 
lose traek of the produet— something that doesn’t 
happen with iPhones, whieh are eonneeted to the 
table. These are all things that Ahrendts’s Bur- 
berry experienee informs. 

Ahrendts and Cook say wateh sales have sur- 
passed expeetations. IDC estimates 3.6 million have 
shipped so far. A few surprises: People are buying 
more of the larger watehes— regardless of gender— 
and several bands at a time. But not everyone thinks 
the produet is a must. (I tried one and eoneluded 
the last thing I want is another deviee that eon- 
stantly runs out of power exactly when I need it.) 

APPLE HAS ALWAYS wanted its stores to play a town- 
square role in eommunities, henee the elasses and 
events that have always taken plaee there. But these 
days, more than ever. Cook talks about the transfor- 
mation his eompany’s stores ean effeet. “We started 
vrith a powerful view that the store was the plaee for 
sendee and support,” he says, “that it was a plaee to 
explore what produets eould do. But staying where 
you are is never a good solution.” As he puts it, “[An- 
gela and I] have a eommon belief that the stores ean 
play a key role in the eommunities that they serve.” 

What do Cook and Ahrendts have in mind? 
They won’t talk speeifies yet— indeed, the ideas still 
seem naseent— but it’s elear they want to attaek 
the diversity gap in teehnology. “We’d like to have 
more women and minorities eoding,” Cook says. 
“If we’re able to provide teaehing to large groups, 
partieularly underrepresented groups, then we ean 
move the dial in a major way.” The store is a natural 
plaee to launeh sueh experiments, he says. Need- 
less to say, they eould also benefit the eompany by 
expanding the quality and quantity of eoders. 

If these sorts of ehanges mean slightly less in prof- 
its per square foot in the short term, so be it. “There’s 
not a retailer in the world that pays what we pay 
to sendee eustomers,” says Ahrendts. “Trust me, I 
know. Nor do they pay assoeiates to serve small and 
medium-size businesses in every eommunity. We’re 
the IT department for the loeal dry eleaners.” 

If sueeessful, this eommunity eoneept would ere- 
ate new and loyal eustomers and add to an already 
striking legaey. Not only have Apple’s produets 
ehanged the way people interaet, but its sheer finan- 
eial and market elout is breathtaking, analogous to, 
say. Standard Oil and GM at their peaks. It is, in faet, 
ineumbent upon its leaders to use that elout well. 
That helps explain why Ahrendts is happily fielding 
questions about smells at 8 on a Wednesday morn- 
ing in Boston. “This is not retail,” she says, an evan- 
gelieal quiver in her voiee. “This is Apple.” EB 
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New CFO Ruth Porat is the latest in a 
parade of accomplished women leaders 
at the Internet giant— many of whom now 
work elsewhere. What makes Google such 
a great training ground for women in tech, 
and why don’t more of them stick around? 
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THE GOOGLE EFFECT 



Google shocked the 
business world this 
past spring when it 
snagged Ruth Porat to 
be its new chief financial 
officer. But as the 
inside story reveals, 
the move counts as one 
of the Internet giant’s 
easier moonshots. 
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The wooing began unwittingly early this year, 
when Google exeeutive ehairman Erie Sehmidt vis- 
ited Porat at Morgan Stanley, where she was CFO. 
Sehmidt had worked with Porat a deeade earlier, 
when she eo-headed teeh investment banking at the 
firm and played a key role in taking Google pub- 
lie. He didn’t know her well, however, and his visit 
was purely easual. He didn’t tell Porat that Google’s 
eurrent finanee ehief was eonsidering leaving, or 
that Google would probably need a new CFO— a 
sophistieated, battle-tested veteran— to oversee a 
eomplex eorporate restrueturing. 

He also had no idea that Porat was eontem- 
plating a eareer shift. She’d elimbed the ranks 
at Morgan Stanley for almost three deeades, 
building a reputation as a uniquely resilient Wall 
Street survivor. She’d helped resurreet the firm 
after the 2008 finaneial erisis and eonquered her 
own breast eaneer. But Porat, at 57, had begun 
looking for new ehallenges. She may have sig- 
naled as mueh when she told Sehmidt that she so 
loved How Google Works, his 2014 bestseller, that 
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she gave eopies to her managers. (“Really? You 
did?!” Sehmidt replied, intrigued to hear that she 
had “sueh a euriosity about Google.”) 

From there, a Wall Street-Silieon Valley nexus fos- 
tered the relationship. Porat phoned her friend John 
Maek, the former CEO of Morgan Stanley, for help 
seoping out opportunities in California, where she 
had grovm up. Maek ealled his friend Bill Campbell, 
the Intuit ehairman and Apple board member who 
is also a Google adviser. Campbell initially viewed 
Porat as a potential addition to Google’s board. But S 
in praetieally no time, she was meeting with Larry ° 
Page and Sergey Brin to talk about the CFO role. The S 

Google eo-founders quiekly agreed that Porat was g 
“our one and only ehoiee,” Sehmidt reealls. g 

Google announeed its prodigious hire in late g 
Mareh. In an affeetionate (and until now, not p 
publiely diselosed) letter to Morgan Stanley eo- t 
workers, Porat said the move was “baek to the ^ 
future to another plaee that is ereative, energetie ^ 
and fun.” Arriving in May, she hit the Google- S 
plex running. In July, reaetion to the new CFO’s | 

first earnings eall added more than $65 billion g 

to Google’s stoek market value in one day. And t 
Google’s August restrueturing left Porat with even | 
greater duties: She is now finanee ehief of not only § 
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^ The Morgan Stanley 
veteran has become 
the force behind Google’s 
restructuring. 
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R The brains behind 
Google’s core ad busi- 
ness is now trying to tackle 
the tech gender gap. 



Google but also its new holding eompany, Alphabet. 

With its blue-ehip reeruit (Porat’s pay paek- 
age totals around $70 million), Google did more 
than boost its managerial firepower. It also put a 
stake in the ground— yes, Google does have power- 
ful female exees! Google is one of six Fortune 500 
eompanies (and only two in teeh) with two spots 
on this year’s Fortune Most Powerful Women list. 
Porat shares the distinetion with Susan Wojeieki, 
CEO of Google’s YouTube unit. 

But the arrival of a high-level woman leader at 
Google also matters beeause it follows a string of 
high-profile losses— Sheryl Sandberg to Faeebook 
in 2008, Marissa Mayer to Yahoo in 2012, Megan 
Smith to Washington, D.C., to beeome U.S. ehief 
teehnology offieer in 2014— along with other de- 
partures that inspired fretful eommentary inside 
Google even when they didn’t make headlines. 
Red-hot startups sueh as Slaek, Square, Stripe, 
and Uber have poaehed senior women, and these 
aspiring superstars are now applying their Google- 
gotten skills to fuel growth at other eompanies. 

The exodus refieets the eulture of the teeh in- 
dustry, where innovation is often a by-produet 
of restless, risk-ready exeeutives leaving their 
employers to start something new. And while 
the dissemination of talent may distress eurrent 
employees, ex-Googlers see it differently. Says 
Franeoise Casals Brougher, who left her viee pres- 
ident job at Google two years ago to help Twitter 
eo-founder Jaek Dorsey build Square: “Google 
has always wanted to have a major impaet on the 
world. Having us go to other eompanies is an ex- 
tension of that.” 



To some observers, Google’s high-powered alum- 
nae parallel the “PayPal mafia”— the group of one- 
time PayPal exeeutives, ineluding Reid Hoffman and 
Elon Musk, who went on to ereate Linkedin, Tesla 
Motors, and other multibillion-dollar eompanies. 
While the PayPal mafia was a mob of dons, though, 
the ex-Google gang is dominated by donnas: In faet, 
no other teeh eompany eomes elose to Google in 
developing female leaders. 

To find out what these women have in eommon— 
to isolate “the Google Effect”— Fortune interviewed 
more than 25 eurrent and former Googlers, seattered 
aeross 20 eompanies, asking them what Google 
taught them and what impelled them to leave a 
eompany that perennially ranks as the world’s best 
workplaee. We learned that they gravitate to eom- 
panies that are, well, Google-like: mission-driven, 
data-eentrie, and fast-growing, with empowered 
employees uneonstrained by traditional ways of 
business building. Yes, gender does infiuenee what 
they leave Google to do. And they require one more 
thing that they’ve grown aeeustomed to: a eorporate 
eulture where women have the opportunity to thrive 
as readily as men. 

GOOGLE’S RANK-AND-FILE gender-diversity stats 
are not very good. With a 57,000-person work- 
foree that is only 30% female, Google ranked be- 
low eBay, Faeebook, HP, and other teeh giants in 
a reeent Fortune survey. Women eomprise 18% 
of the eompany’s teehnieal talent and 22% of its 
leadership. The imbalanee refieets Google’s em- 
phasis on hiring and promoting engineers— still 
a mostly male lot— and senior management 
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April 1999 

Co-founders 
Page and Brin 
hire Wojcicki, 
employee 
No. 16. 



June 1999 

Marissa Mayer joins 
Google straight 
out of Stanford 
grad school. She is 
employee No. 20 
and Google’s first 
female engineer. 




November 2001 

New CEO Eric Schmidt 
recruits Sheryl Sandberg 
to move to Google from 
Washington, D.C., where 
she was chief of staff to U.S 
Treasury Secretary Larry 
Summers. 




GOOGLE’S RISE ANO THE WOMEN WHO ROSE WITH IT 



Women have played crucial roles in Google’s growth, but 
some high-profile departures have thinned their ranks. 



acknowledges that the situation requires attention. 

Still, to their eredit, Google’s founders strove to 
ereate a diverse workforce from the beginning. Ac- 
eording to Wojeieki, Google employee No. 16, Brin 
and Page wanted diversity “baked in” from the out- 
set; a gender-balaneed environment would be “a 
more interesting place to work and a place where 
people would want to spend more time,” she says. 

Sehmidt ealls Wojeieki “the mother of Google”— 
and she has played an essential role in making it 
a plaee where women thrive. In 1998, Wojeieki 
rented her garage to the two Stanford grad stu- 
dents as they were hatehing the company. She 
was a well-paid, satisfied marketing manager at 
Intel when Page and Brin asked her to join their 
fiedgling business. “Larry and Sergey told me they 
would match every benefit that Intel had, and 
they’d provide ehild eare,” Wojeieki reealls. 

Wojcicki, now 47, was the third woman to join 
Google and the eompany’s first pregnant hire. She 
has spent most of her 16 years there building its eore 
ad business, which generates the bulk of Google’s 
revenue, and building YouTube into a $4 billion 
business— all while having four more children. 
“Susan has it all, and she’s so down to earth,” says 
Katie Stanton, Twitter’s VP of global media, who 
worked for her at Google. After delivering baby 
No. 5, a girl, last Deeember, Wojeieki took 14 weeks’ 



June 2003 

Megan Smith joins 
Google after heading 
PlanetOut, the first 
venture-backed 
LGBT online 
community site. 




Go igle 





October 2006 
Google buys YouTube 
for $1.6 billion— after 
ad boss Wojcicki 
advocates for the 
deal, as YouTube 
is eclipsing Google 
Video. 



VouQ 
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paid maternity leave and still has four weeks left to 
use, thanks largely to her own push for generous 
parental benefits. 

As a keeper of Google’s eulture, Wojcicki has felt 
the onus to improve its diversity. One plaee she ean 
make a difference is product management. Product 
managers are the mini-CEOs who bridge the tech- 
nieal and business worlds to steer product develop- 
ment from eonception to launeh; Wojcicki has final 
say on those hires across the entire eompany. 

Meanwhile, she frets about the bigger challenge of 
training more female engineers who eould someday 
apply for Google jobs. Though not a teehie herself 
(she studied literature and history at Harvard be- 
fore earning a master’s in eeonomics and an MBA), 
Wojeieki can code. But she is dismayed that only 14% 
of eomputer-seienee grads are women, and by what 
she saw when her daughter went to computer camp 
last year: It was praetieally all boys. At Wojeieki’s 
strong urging, ID Teeh Camps ereated Alexa Cafe, a 
chain of all-girl coding camps. This summer, Alexa 
Cafes sprang up in 10 U.S. cities. Says Wojeieki, 
whose teenage daughter attended one in Palo Alto: 
“The only way to eorrect diversity in tech is to make 
computer-seience classes mandatory for all kids.” 

WHILE THE MOTHER of Google has never eon- 
sidered leaving (“What would I get out of that?” 
Wojeieki says), most other female stars at the com- 
pany eventually exit. Why? “Career aspirations,” 
speeulates Sehmidt, speaking from experience. 
Sehmidt remembers when Sandberg told him, in 
2008, that she was quitting Google, where she was 
vice president of global online sales and operations, 
to become No. 2 to 23-year-old Mark Zuckerberg. 
“I said to her. Why would you go to Facebook?”’ 
Sehmidt recalls. But he realizes now, “She hit the 
limit of what she could do at Google.” A company 
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September 2014 
Megan Smith, VP of Google X, 
answers a call from President 
Obama and becomes the first 
U.S. chief technology officer. 



September 2011 

Mayer, VP of Google Maps 
and location services, leads 
Google’s acquisition of 
restaurant finder Zagat for 
$151 million. 



can be taken from small to big only onee: Moving to 
Faeebook enabled Sandberg, now 46, to do it twiee. 

Marissa Mayer, Google’s employee No. 20 and 
its first female engineer, quit her viee president 



May 

Ruth Porat, 
Morgan Stanley’s 
former finance chief, 
moves to Google 
as its new CFO. 



March 2008 

Sandberg, Google’s VP 
of online sales and operations, 
quits to become COO of 
Faeebook and No. 2 to CEO 
MarkZuckerberg. 
o 



July 2012 

Mayer leaves Google 
to become CEO of 
Yahoo. (She discloses 
to Fortune 
exclusively: 

“I’m pregnant.’’) 



February 2014 

Google acquires 
Nest Labs, 
a maker of home- 
automation 
products, for 
$3.2 billion. 



May 2012 

Google acquires 
Motorola Mobility 
for $12.5 billion to 
fortify Android, its 



mobile operating 



August 
Google announces 
a new corporate 
structure and 
introduces 
Alphabet, its new 
holding company. 



April 2007 

Google 

announces the 
acquisition of 
online ad giant 
Doubleclick 
for $3.1 billion. 



job there three years ago to beeome CEO of Yahoo. 



“If Marissa were at Google today, she would likely 
be in eharge of one of the Alphabet eompanies,” 
Sehmidt says, but he aeknowledges that someone 



Google in 2004, when the eompany had only about 
2,500 employees, and rose to oversee global online 



as ambitious as Mayer would want a bigger role. 
(And Yahoo, a eompany with $4.6 billion in rev- 



sales— inheriting mueh of Sandberg’s responsibil- 
ity when Sandberg left. “What amazed me is that 



enue, arguably faees more daunting growth ehal- 
lenges than either Google or Alphabet does.) 

The departure of a Sandberg or a Mayer mat- 
ters beeause powerful women exeeutives at Google 
attraet other women and inspire some to stay. Jen 
Fitzpatriek says that in 1999, when she joined 
out of Stanford, she “never imagined working at 
Google beyond the summer.” Sixteen years later, at 
38, she’s viee president of engineering and prod- 
uet management for Google Maps and loeal seareh 
produets. One of her mentors was Mayer, and the 
duo devised a way to improve diversity in hiring: 
they insisted that at least one woman exeeutive 
interview every job eandidate. “As important as 
it was to bring in strong women,” Mayer reealls, 
“we also wanted to reeruit male programmers who 
would be great eolleagues to women.” 

Many Google alums view their alma mater as an 
extraordinary training ground but not neeessarily 
the plaee to spend an entire eareer. In May, Raehel 
Whetstone, Google’s senior viee president of eom- 
munieations and poliey left to take an equivalent 
position at Uber, where global PR and regulatory 
ehallenges require a virtuoso. Whetstone, a prized 



I stayed 10 years,” says Johnson, 43. She stayed 
beeause Google, with its fast deeision-making and 
mission-driven atmosphere, “operated like a giant 
startup for longer than I expeeted.” 

But Johnson eventually felt her learning eurve 
flatten. In a role many teehies would kill for— viee 
president of Google X, in eharge of self-driving 
ears— she was overseeing a business with no eus- 
tomers and no revenue. Then along eame Stripe. 
Founded in 2010, Stripe gives Internet-based busi- 
nesses a platform for aeeepting money from anyone, 
anywhere. The business isn’t sexy, but the opportu- 
nity to help entrepreneurs globally eonvineed her to 
join last Oetober. Now she is ehief operating offieer at 
a startup with nearly 300 employees and $300 mil- 
lion in funding to date. (She has equity in Stripe, 
whieh private investors value at $5 billion.) Johnson 
aspires to play the same role at Stripe as Wojeieki has 
played at Google, shaping eorporate eulture from the 
ground up: “I’d like to figure out how we ean make 
it sueh that diversity is not a projeet, but just the 
way Stripe is.” 

In a way, Google is a vietim of its own sueeess: 
Few Internet businesses have made the transition 



adviser to Sehmidt and the Google eo-founders, says 
that at age 47, after spending a deeade at Google, she 
deeided she needed “a little kiek up the baekside.” 
Then there’s Claire Hughes Johnson. She joined 



September 15, 2015 
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from startup to giant— and any new company 
hoping to duplicate that arc would love to snare 
a Google veteran. It was at Google, where Sand- 
berg’s sales-and-operations workforce grew from 
four to 4,000 employees in five years, that she 
learned the business-building skills that attracted 
Zuckerberg’s interest. “Think big. Hire big. Plan 
big” sums up Sandberg’s rules for scaling an or- 
ganization. “Fast growth means you are always 
behind,” Sandberg tells Fortune. “I always tried to 
help teams see what they would need before they 
needed it.” 

That foresight is all the more important at a 
company that’s so full of “smart creatives” (as 
Schmidt labels Google’s employees) that los- 
ing some superstars is inevitable. Stacy Brown- 
Philpot, who left Google in 2012 to be COO of 
TaskRabbit, recalls Sandberg pushing her to line 
up successors for herself in advance of promotions. 
One potential successor, Natalie Fair, left— and 
she’s now head of finance at Pinterest. A couple of 
years later, on the very day Brown-Philpot arrived 
in Hyderabad to head Google’s sales and opera- 
tions in India, she confounded colleagues by ask- 
ing for a list of 15 candidates who might eventually 
replace her. “They said, ‘You just got here!”’ she 
recalls. “Yes, and I remembered Sheryl’s advice.” 
(In August, Brown-Philpot, 39, was named to the 
board of HP Inc., one of the two companies being 
launched from HP’s impending split.) 

“No team has ever had too many strong per- 
formers,” Sandberg says. Lining up successors is 
also about “building your bench,” a crucial lead- 
ership skill. 

EVEN FOR THE BRIGHTEST GoOglcrS, Striking OUt 
on their own can be frightening. Amy Chang, 
who spent eight years at the company and built 
a 300-person Google Analytics team, left in 2012 
to “create something from scratch,” as she says. 
Chang started Accompany, which makes a “rela- 
tionship management” app to help organize your 
contacts, with two co-founders: her husband, Ryan 
McDonough, a finance expert, and Matthias Ruhl, 
a former senior research scientist at Google. Chang 
is Accompany’s CEO, overseeing 30 employees 



and $20.6 million in funding. She says she feels 
as if she’s fiying without a parachute: “I wake up at 
2 o’clock in the morning saying ‘Ohmigod, what if 
I fail?’ That didn’t happen at Google.” 

Here’s why: A company that owns the world’s 
largest digital-distribution platform can make 
smart employees think they’re smarter than they 
are. Google’s vast user base turns successes into 
blockbusters; the monetary fruits of the hits cush- 
ion the blows from the misfires. “It’s a wonderful 
luxury,” says Chang. “Google teaches you so much, 
but it also buffers and protects you.” Sukhinder 
Singh Cassidy, former president of Google’s Asia- 
Pacific and Latin American operations, agrees. The 
challenge for ex- Google entrepreneurs, she says, is 
“to create a flywheel that can succeed without that 
juice.” Cassidy, 45, spent six years at Google until 
creeping bureaucracy led her to quit in 2009- She 
headed social-shopping site Polyvore briefiy and 
then started Joyus, a video-shopping service that 
she hopes will be the next HSN or QVC. She has 
60 employees— two-thirds of them female— and 
has raised more than $40 million. 

Says Jess Lee, 32, who left Google in 2008 to 
join Polyvore and four years later ascended to 
CEO: “Google is a great training ground for how 
to build an amazing culture and an amazing prod- 
uct. But Google is not that good at teaching you 
how to build a business.” Lee says Google’s focus 
on user experience— build a great product, and 
revenue will follow— relieves managers of profit- 
and-loss responsibility, which they’ll need to thrive 
elsewhere. (Schmidt says Google’s approach is de- 
signed to keep managers from prioritizing their 
unit’s P&L over the company’s.) At Polyvore, Lee 
shares the P&L— the data and the responsibility— 
with all 130 of her employees. (Women comprise 
half of Polyvore’s workforce and two-thirds of its 
executive team.) At any moment, anyone can check 
daily revenue and key sales metrics by logging on to 
the group-messaging app Slack. (Another former 
Googler, April Underwood, is head of platform at 
Slack.) Sharing Polyvore’s financials “forces every- 
one to understand that the business matters,” says 
Lee, verbally underscoring “business.” 

In August, Yahoo agreed to buy Polyvore for 
an estimated $200 million. The acquisition 
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represents a homeeoming of sorts: 
Lee is a star graduate of the APM— 
assoeiate produet manager— program 
that Marissa Mayer ereated at Google 
to train entry-level teehies to move 
into management. Lee says she 
learned from Mayer what a CEO’s 
true job is: “to support and empower 
employees.” This fall, Lee and her 
Polyvore staff are moving to Yahoo’s 
Sunnyvale, Calif, eampus, where el- 
ements of the Google eulture— free 
food, quarterly performanee reviews, 
Friday all-hands meetings hosted 
by the CEO, and, yes, a version of 
the APM program— are part of the 
Mayer regime. 



IN ONE SENSE, Porat’s ties to the 
women of Google predate Google. 

Her father, a physieist and engineer 
who spent 26 years at Stanford’s 
SLAC National Aeeelerator Labo- 
ratory, worked there with Stanley 
Wojeieki— father of Susan. And when 
Ruth was 6 years old (before Susan 
was born), she swam in the pool at the Wojeiekis’ 
home in Palo Alto. 

Her own ties to the teeh seetor run just as deep. 
Porat serves on the board of trustees of her alma 
mater, Stanford— where Google lead direetor John 
Hennessy is president. So far at Google, she is both 
student and teaeher. Sehmidt and the Google eo- 
founders had not figured out the details of their 
new eorporate strueture until Porat arrived; sinee 
then, “she’s been all Alphabet strueturing all the 
time,” he says. Porat direetly oversees some 6,000 
Google employees— three times as many as at Mor- 
gan Stanley— beeause the new job ineludes people 
operations and real estate, in addition to finanee. 

John Maek, Porat’s former boss at Morgan Stan- 
ley, prediets that she’ll shine beeause “she under- 
stands eomplexity and she knows how to prob- 
lem solve.” During the July earnings eall, Porat 
hinted at where she’s likely to steer Google— and 
Alphabet— when she ealled for “expense disei- 
pline” and “proper resouree alloeation.” 




JESS CEO 

LEE POLYVORE 

“GOOGLE IS A GREAT TRAINING GROUNO FOR HOW 
TO BUILD AN AMAZING CULTURE AND AN AMAZING 
PRODUCT. BUT GOOGLE IS NOT THAT GOOD AT TEACH- 
INGYOU HOW TO BUILD A BUSINESS.” 



While Porat’s hiring is a sign of Google’s ma- 
turity, it also shows the eompany’s prowess at at- 
traeting smart people whose eareers are perpetual 
growth engines. Porat’s late mother, a praetieing 
psyehologist and an aeeomplished author, shaped 
her approaeh to work: As Porat wrote in her Mor- 
gan Stanley farewell letter, “My mother told me 
always to find subjeets that inspired me, view all 
paths as open, never let anyone say I eouldn’t do 
something.” Her latest move gives her many new 
paths to explore— and makes her a powerful role 
model for aspiring leaders in teeh. 19 
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• PHEBE CHAIRMAN AND CEO 

NOVAKOVIC GENERAL DYNAMICS 

1 The Spy in the 
= Corner Office 

d 

o The CEO of $31 billion defense 

H behemoth General D5mamics is a 

^ former CIA operative. But if you 

o think Phebe Novakovic is about to 

spill her secrets, you’re dead wrong. 



By Carla Anne Robbins 



AFTER PHEBE NOVAKOVIC married Michael Vickers in 1985, 
the alumnae magazine at her alma mater, Smith College, 
announced the nuptials. “Mike and Phebe met in the for- 
eign service,” the entry cheerfully reported. 

That is what is known in the espionage trade as a cover story. In fact, the two met while work- 
ing for the Central Intelligence Agency. And Vickers wasn’t just any CIA operative. He was a 
former Green Beret who became the chief strategist for the agency’s secret program that armed 
the mujahadeen as they fought to drive the Soviet Union’s army out of Afghanistan. 

Novakovic’s role in the agency is more of a “known unknown.” (She and Vickers have both remar- 
ried.) Her company biography confirms she was a CIA operations officer. When interviewed, nearly 
all of her colleagues and fellow board members instantly volunteer, “You know she was in the CIA?” 
But like any good operative, Novakovic doesn’t so much as whisper a word about her activities. 
Former colleagues think she spent time overseas, probably under some official government cover, 

gathering information about military capabilities. “One 
thing I do know,” says one former government official, “is 
she wasn’t just an analyst sitting in an office back in D.C.” 

Illustration hy PIOTR LESNIAK 
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At the time, even her elosest friends had no 
elue Novakovie was in the CIA. “I thought she was 
somewhere in Washington,” says Patrieia Anne 
Lind, who is the godmother of one of Novakovie’s 
three daughters and eo-general eounsel of Nine 
West Holdings. “Clearly I hadn’t known what my 
best friend was doing.” 

Phebe Novakovie long ago left the shadows— but 
three deeades later she still shuns the spotlight. 
She is allergie to the press (it took her spokesper- 
son a seant few hours to deeline an interview for 
this artiele), notieeably searee on the 
Washington think tank eireuit, and 
limits her eontaet with most Wall 
Street analysts to quarterly ealls and 
the oeeasional investor eonferenee. 

Despite that— or perhaps beeause 
of it— Novakovie seems to be thriving 
as CEO of the $31 billion (revenues) 



73 A submarine being painted 
at General Dynamics’ Bath 
Iron Works in Maine. Before be- 
coming CEO, Novakovie headed 
the company’s marine division, 
which builds ships and subs. 



defense eontraetor General Dynamies, whieh is best 
known for building the Ml Abrams tank, nuelear 
submarines, and more reeently, Gulfstream jets. 
Nearly three years into her tenure as ehief exeeu- 
tive, she wins kudos on Wall Street for restoring the 
eompany’s profits after a traumatie loss under her 
predeeessor. General Dynamies’ stoek has roeketed 
past its eompetitors’ sinee the beginning of last year. 

Novakovie, 57, has sueeeeded with a baek-to- 
basies approaeh she deseribes as “doing what we 
know how to do.” She has slashed spending, ex- 
panded profit margins, and returned eash to share- 
holders. Last year’s earnings, $2.5 billion, were just 
shy of the eompany’s reeord ($2.6 billion, in 2010). 

But General Dynamies’ revenues have been fiat, 
and at some point, analysts say, Novakovie will have | 
to ehart a strategy that delivers growth— a trieky en- 5 

deavor in an era in whieh U.S. defense spending is p 
likely to stagnate. Says Linda Hudson, a former U.S. ^ 
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CEO of defense eontraetor BAE Systems who onee 
worked with Novakovie: “Phebe has hit it out of the 
park streamlining the organization. The stoek priee 
is phenomenal.” But she thinks defense eompanies, 
ineluding General Dynamies, need to bulk up via 
mergers. “I don’t think it’s going to be a growth 
market,” Hudson says, “and you need bigger players 
in order to maintain eapaeity and weather the ups 
and downs of defense-spending eyeles.” That raises 
a question: Can a diseiplined operator and eost eut- 
ter exeel at a new and different mission? 



ND.IO 

her,” says Mike Fetters, CEO of Huntington Ingalls, 
whieh teams with GD to build attaek submarines, 
“is she absolutely tells you what her expeetations 
are, and when you deliver she takes eare of you, 
and when you don’t she lets you know.” Novakovie, 
he says, has a “high standard of performanee.” 

“She is not terribly emotional about any partieu- 
lar aspeet of the business,” Fetters adds. “She doesn’t 
put a lot of energy into a lot of things she doesn’t 
think [are] neeessary to running the business.” 



PHEBENOVAKOVIC 



IN RETROSPECT, NOVAKOvic seems as if she was al- 
ways destined for the defense world. Her father, a 
Serbian immigrant, served in military intelligenee 
as a lieutenant eolonel in the U.S. Air Foree. No- 
vakovie graduated from an Episeopal boarding 
sehool in San Antonio and moved on to Smith Col- 
lege in Northampton, Mass., where she majored in 
government and German. During those years in 
the mid- to late ’70s— the post-Vietnam War pe- 
riod when the military and the CIA were seorned 
on many eampuses— Novakovie stood out. “Phebe 
was always very patriotie,” her elose friend and 
elassmate Lind says. “She had a more eonservative 
and Republiean upbringing” than many peers. 




TRUE TO HER CIA PAST, Novakovic is notoriously 
elusive, espeeially when it eomes to her personal life. 
Some years ago, when she was working at General 
Dynamies but hadn’t yet aseended to the top role, a 
former eompany exeeutive reealls, “someone suggest- 
ed we run an idea past David Morrison.” Morrison 
was then a top staffer on the House defense appro- 
priations subeommittee, a powerful figure in defense 
eontraeting. “Phebe said she would talk to him at 
dinner,” the former exeeutive reealls. ‘When I asked if 
she was seeing him that night, she said, 1 have dinner 
with him most nights.’ I knew both of them, but it was 
only then that I figured out that they were married 
[to eaeh other].” (Morrison later beeame Boeing’s 
ehief lobbyist. He has sinee retired and is studying 
divinity at Prineeton Theologieal Seminary.) 

That’s not to suggest that Novakovie is laeking 
in wit or eharm. In a reeent earnings eall she eame 
aeross as eonfident and direet, spare in her use of 
CEO jargon. (Novakovie also forgoes another CEO 
affeetation: Rather than travel with a royal-size ret- 
inue, she tends to bring no more than two or three 
exeeutives to Pentagon meetings.) On the earn- 
I ings eall she bantered vrith analysts but showed a 

<I 

^ military bluntness in refusing to be budged from 
U her talking points. She dismissed suggestions of 
^ a possible weakening in the business-jet market 
I as “rumor intelligenee, or RUMINT.” She easually 

1 employed words like “parable,” “ephemeral,” and 
« “perturbations.” When an analyst teased her about 
« her use of “axiomatie” and “purported weakness,” 

2 she responded, “Yes, well, it helps to have been a 
” liberal arts major. I do know the English language.” 
« Novakovie’s direetness works to her advantage 
« mueh of the time. “The reason people respond to 



LINDA EX-CEO, U.S. 

HUDSON BAE SYSTEMS 

“PHEBE HAS HIT ITOUTOFTHEPARKSTREAMLININGTHE 
ORGANIZATION. [BOT] I OON’TTHINK IT’S GOING TO BE 
A GROWTH MARKET, ANO YOO NEEO BIGGER PLAYERS 
IN ORDER TO MAINTAIN CAPACITY AND WEATHER THE 
UPS AND DOWNS OF DEFENSE-SPENDING CYCLES.” 



Novakovie went straight into defense after eol- 
lege, analyzing weapons systems for a small Beltway 
eontraetor. In 1983 she joined the CIA, where she 
met Viekers (who taught her to skydive). In 1986 
they left for Wharton, where both earned MBAs. 
Viekers, who until this past spring was underseere- 
tary of defense for intelligenee, is only slightly more 
media friendly than his ex, whieh helps explain why 
the names of two sueh prominent defense players 
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M Novakovic and her husband, 
David Morrison— who retired as 
Boeing’s ohief lobbyist and is now 
studying theology— at a 2013 event 
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are so rarely linked in publie. 

After grad school Novakovic 
followed a well-trod path through 
government (purchaser of defense 
products and services) to private 
industry (seller of those products 
and services). In 1992 she joined 
the White House Office of Management and Budget 
and rose quickly to become a top official oversee- 
ing the defense and intelligence budgets. Five years 
later she crossed the Potomac to work as a special 
assistant to William Cohen, then Defense secretary, 
and his deputy John Hamre. “She had an enormous 
amount of authority in the contracting world,” says 
Nicholas Chabraja, who was then General Dynam- 
ics’ CEO and became a mentor to Novakovic. 

The company hired her in 2001, and Novakovic 
meshed well with its no-nonsense culture. “Boeing 
makes planes; Raytheon makes missiles; General 
Dynamics makes money,” says Loren Thompson, 
chief operating officer of the Lexington Institute and 
a consultant to GD and other defense companies. He 
says it has a tougher environment than its rivals: “At 
General Dynamics your contribution is measured 
on a quarterly basis.” (Thompson adds that “under 
Phebe, the consequences for failing to perform are 
even more immediate than they were in the past.”) 

It was clear early on that Chabraja was grooming 
her for a top job. Still, when he retired in 2009, 
the CEO position went to Jay Johnson, a board 
member and former Chief of Naval Operations. 
Novakovic was named the head of marine systems, 
one of the company’s four divisions, which builds 
submarines and ships. 
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AS IT TURNED OUT, NOVAKOVIC was lucky. Chab- 
raja was a tough act to follow. And after a decade 
of lavish Pentagon spending, the “Army business in 
particular went into a precipitous decline” with the 
drawdown in Iraq, notes Myles Walton, an analyst at 
Deutsche Bank. In Walton’s view, Johnson may have 
had “the hardest job in defense.” 

In an effort to expand into what Johnson called 
“faster” markets, GD spent nearly $1 billion in 
2011 to acquire Vangent, a health care IT provider 
poised to cash in on Obamacare. The following 
year, GD spent an undisclosed amount to acquire 
a civilian cybersecurity company and a maker of 
wireless network equipment. 

In June 2012 General Dynamics announced that 
Johnson would retire by the end of the year and No- 
vakovic would succeed him. The explanation for that 
early departure became clear in January 2013, just 
weeks after Novakovic took over as CEO. The com- 
pany reported a $1.2 billion drop in 2012 sales in 
its information systems and technology group and 
an $800 million fall in sales in its combat systems 
group. Even more surprising was the announcement 
that it would take a $2 billion write-down on a long 
series of acquisitions in its info systems businesses. 
GD’s $332 million loss for 2012 was the company’s 
first year in the red in two decades. 

In her first earnings call, Novakovic made no ef- 
fort to hide her displeasure with the state of the 
business— or her predecessor. She blamed the write- 
down on a “somewhat broken” acquisitions process. 
“Had I been consulted,” she said, some of the deals 
“wouldn’t have been done.” She said she would not 
“venture back into” the acquisitions market “until 
we have re-established discipline,” and she vowed 
instead to plow GD’s cash into dividends and stock 
buybacks. She has repeated that promise, and kept 
to it, ever since. 

Novakovic quickly began “retiring” corporate 
vice presidents. She consolidated operations and 
reduced GD’s already lean headquarters staff from 
190 to around 140 people today. (The company 
employs 96,000 overall.) Moves like those have 
improved cash flow margins from 11.8% in 2012 to 
14.6% today, according to S&P Capital IQ. 

Novakovic also benefited from some good timing. 
The economy has rebounded, bolstering demand 
for Gulfstream jets. And a deal at the end of 2013 
blunted the automatic cuts caused by the budget 
sequester. (It’s not certain Congress and the White 
House can negotiate another reprieve this year.) 



PHEBENOVAKOVIC 



Meanwhile the eompany seored some luerative 
new defense projeets, ineluding a $10 billion to 
$13 billion eontraet to sell light armored vehieles 
to Saudi Arabia. GD’s marine division and Hun- 
tington Ingalls were jointly awarded a $17.6 bil- 
lion, 10-year eontraet to build 10 Virginia-elass 
submarines for the U.S. Navy. 

Novakovie is eertainly diseiplined, but at times 
she ean appear risk-averse— the result perhaps of 
watehing Johnson’s tenure eome to a quiek end. GD 
has pulled out of the bidding for several eontraets, 
ineluding the $30 billion to $40 billion U.S. Air 
Foree T-X trainer program, whieh Novakovie and 
her team deeided were either out of their eore busi- 
ness, too risky, or unlikely to provide high returns. 

By eontrast, when an opportunity feels as if it’s 
in the eompany’s wheelhouse, Novakovie pushes 
hard for a big win. She is now positioning GD to 
take the majority of what eould be a $100 billion 
program to build 12 Ohio-elass nuelear-missile sub- 
marines. Novakovie told an investor eonferenee in 
June that she had no interest in repeating the team- 
ing arrangement with Huntington Ingalls that was 
demanded by Congress for the Virginia-elass subs. 
“That won’t happen,” she said, adding, “We don’t 
like it, and seeond, it’s too mueh risk.” 

In this ease, Novakovie’s bluntness may not serve 
her well. The Ohio-elass program is so expensive that 
it eould devour the Navy’s aequisition budget unless 
Congress is willing to ante up more eash. Spreading 
the wealth and the jobs is the best way to guarantee a 
program’s sueeess on Capitol Hill, and some Pentagon 
offieials worry she eould alienate key deeision-makers. 
Still, there hasn’t been mueh reaction so far— another 
possible salutary result of her low profile. When asked 
about Novakovie’s eomment, one eongressional aide 
whose boss is a big booster of Huntington Ingalls 
says, “I hadn’t heard it. Frankly, I had to look up [No- 
vakovie’s name] when I got your email.” 

THE OBVIOUS QUESTION IS, Where will General 
Dynamies find new growth? Sueh queries have 
grown louder sinee July, when Loekheed Mar- 
tin announeed plans to aequire Sikorsl^ Aireraft, 
maker of the Blaek Hawk helieopter, for $9 billion. 
(Loekheed is also spinning off $6 billion in infoteeh 
assets, the same line of business that eaused trou- 
ble for GD.) The purehase, expeeted to win regula- 
tory approval, will boost and diversify revenues for 
Loekheed and open additional foreign markets. 

Novakovie has been elear about what she doesn’t 
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want to do— pursue new aequisitions or streteh GD 
outside its eomfort zone— but mueh vaguer about 
a long-range vision and how she plans to meet the 
ehallenges of a Pentagon budget likely to remain 
flat for years to eome, an uneertain strategie envi- 
ronment-will the U.S. keep fighting in the Middle 
East or finally pivot to Asia?— and teehnology and 
manufaeturing that is ehanging far faster than the 
usual deeades-long defense-eontraeting eyeles. 

“Phebe has rebuilt eredibility with shareholders,” 
says Byron Callan, an analyst at Capital Alpha Part- 
ners, whieh provides researeh for institutional inves- 
tors. “But you have to ask, partieularly on the defense 
side, how mueh more runway she has raising mar- 
gins and buying stoek baek.” Callan argues that “in 
another year or two she is going to have to artieulate 
a vision of where she is taking the eompany.” 

General Dynamies direetors interviewed for this 
artiele say that, given her results and Wall Street’s 
enthusiasm, there is no reason for Novakovie to 
ehange what she is doing. Told that some inves- 
tors eomplain that she is inaeeessible, former CEO 
Chabraja, who remains a major player on the board, 
dismissed it as whining. “If it is true she is ignoring 
investors, she should keep on doing it,” he says. “She 
has more than doubled the stoek.” Chabraja doesn’t 
believe Novakovie “is averse in prineiple” to aequisi- 
tions. “Right now we are in a period where defense 
and aerospaee have organie growth,” he says, so 
there is no need for “prattling on about aequisitions.” 

Of eourse Chabraja is best remembered for an 
aequisition: He bought Gulfstream for $5 billion 
in 1999. Wall Street was skeptieal the business was 
too far afield. But today Gulfstream is the eom- 
pany’s brightest light: Last year the eommereial 
aerospaee division produeed 28% of GD’s revenue 
and 41% of its profits. There’s a three-year wait for 
a G650, whieh goes for $64.5 million and ean fly 
8,000 miles before refueling. 

Given all of the uneertainties of the defense 
market, Novakovie may have to move herself and 
General Dynamies beyond their eomfort zone. 
Will she find her own golden aequisition in the ei- 
vilian world to help drive revenues? Or should GD 
grow by doubling down on next-generation teeh- 
nology like undersea drones or mierowave or laser 
weapons? Perhaps Novakovie already has a plan. 
So far, though, she’s not telling. W 
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HELENA FOULKES 

PRESIDENT OF CVS/PHARMACY 
CVS HEALTH 




By Phil Wahba 

Photographs 6// JOE PUGLIESE 

AS THE CROW FLIES, it’s roughly 3,700 miles from 
the North Pole to the headquarters of CVS Health 
in Woonsocket, R.L, just outside Providence. But 
on this sweltering summer day inside a plain- 
looking three-story building on the edge of the 
CVS corporate campus, Helena Foulkes is having 
Christmas in July. 

The president of CVS/pharmacy the company’s 
flagship drugstore chain, is standing in the middle 
of an aisle packed with holiday paraphernalia— 
Santa hats, $25 wreaths, plastic Pea/zz/fe-branded 
Christmas trees, boxes of Ferrero Rocher chocolates 
wrapped in gold foil. There aren’t any shoppers 
around because she’s not in a real CVS but rather 
a 10,000-square-foot mock-up store, a living lab of 
sorts where the retailer tests new product layouts 
and conducts focus groups with customers. 

Today the “store” is set up to show the planned 
displays for the prime fall shopping season, and 
Foulkes is walking aisle by aisle with her top mer- 
chants to get a sneak peek. “This is a really great 
way, without PowerPoint, to stand in front of prod- 
uct and look and see and feel,” she says. 

Suddenly Foulkes spots something that catches 



She 

Thanks 

You 

for Not 
Smoking 



CVS retail czar Helena Foulkes 
is helping transform the drug- 
store chain into a health care 
giant. Giving up tobacco sales 
was merely the first step. 
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NO. 14 HELENA FDULKES 

her interest: Christmas stoekings that eaeh have 
one big monogrammed letter on them. “So, what, 
you have to have every letter in the alphabet?” she 
asks the buyer in eharge of holiday deeorations, 
an exeeutive named Mike MeEnany. He explains 
that, no, in faet there are studies on whieh mono- 
gram letters are the bestsellers, and they vary the 
mix depending on the store loeation. “But the key 
letters are ‘S,’ ‘M,’ %’ and ‘C,’” says MeEnany. Then 
adds, “And ‘H.’” 

“Of eourse there’s ‘H’!” says Foulkes triumphant- 
ly as she and the half-dozen exees erupt in laughter. 

Between moments of levity, Foulkes is using the 
tour to earefully grade the aggressive makeover that 
she and her team are in the proeess of introdueing 
at CVS’s vast fleet of 7,900 stores. She’s delighted 
to see that her merehants plan to give more prime 
spaee to beauty brands promising health benefits, 
sueh as Neutrogena and L’Oreal. And at about 500 
stores, CVS has begun stoeking snaeks marketed as 
“healthy” (sueh as Kind bars, whieh have been sin- 
gled out by the FDA as not living up to the billing) 
near the eash registers while relegating traditional 
junk food (like Oreo eookies) to the baek. 

A DECADE OF HEALTHY GROWTH 



This year CVS cracked the top 10 of the Fortune 500— 
based on prior year’s revenue— for the first time. The 
2006 acquisition of Caremark has driven big sales gains. 
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The ehanges are aimed at burnishing CVS’s im- 
age as a health-oriented eompany. Over the past 
deeade, CVS has made a series of multibillion- 
dollar deals to grab a bigger pieee of the growing 
health eare industry pie. In addition to the retail 
drugstore business, CVS is now the eountry’s big- 
gest speeialty pharmaey; it operates the seeond 
largest mail-order-drug serviee; and, in Caremark, 
it has the seeond-biggest pharmaey benefits man- 
ager, or PBM, proeessing preseription-drug pro- 
grams for big eompanies and health insurers. 

Add it all up, and CVS is now the largest health 
eare-related eompany in the U.S. The eompany 
ranked No. 10 on the Fortune 500 this year, with 
$139.4 billion in revenue in 2014— enough to put 
it ahead of massive drug distributor MeKesson 
($138 billion) and insurer UnitedHealth Group 
($130.5 billion). To emphasize his eompany’s evo- 
lution, in 2014 CEO Larry Merlo ehanged the eom- 
pany’s name from CVS Caremark to CVS Health. 

A landmark moment in the eompany’s transfor- 
mation eame early last year when Merlo announeed 
that CVS would eease selling tobaeeo produets by 
Oet. 1, 2014— a deadline it met nearly a month early. 
The deeision meant saerifieing about $2 billion in 
sales. Led by Merlo, CVS’s exeeutive team deeided 
that eontinuing to sell eigarettes had beeome unten- 
able for a eompany that was simultaneously trying 
to sell itself as a health eare giant. CVS reaped an 
immediate publie relations windfall from the to- 
baeeo exit, earning approving tweets from the White 
House, former New York mayor Miehael Bloom- 
berg, and Bill Gates, among others. 

The media attention generated by the tobaeeo 
exit also east a spotlight on Foulkes, 51, who has long 
been a rising star inside CVS. A eaneer survivor and 
marathoner— as well as a bit of a daredevil who onee 
ran with the bulls in Pamplona— Foulkes has been the 
arehiteet of eustomer-engagement programs over 
the years that have been key to CVS’s growth. Rhode 
Island Gov. Gina Raimondo, a good friend, ealls 
Foulkes a“get-things-done person.” (For more on Rai- 
mondo, see “Tiny State, Big Fighter” in this issue.) 

At the time of the tobaeeo announeement, 
Foulkes had just made the switeh from ehief 
of strategy and government affairs (where she 
deseribes herself as “a eatalyst” for making the 
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decision to drop tobacco products “but not the 
only one”) to running retail, which meant that the 
lost cigarette sales would come out of her P&L. 
“I remember somebody saying to me, ‘So now do 
you think it’s a good idea?”’ she says, laughing. 
Foulkes did, and she embraced the role of being a 
spokesperson for the move. (And it was personal 
as well as business for Foulkes: Her mom died of 
lung cancer in 2009.) In her office, Foulkes has a 
framed picture of herself with First Lady Michelle 
Obama from an event honoring CVS’s tobacco exit. 

A year after the cigarettes came off shelves, 
there are signs the move is paying off for the com- 
pany overall. Front-of-store comparable sales were 
down 7.8% in the second quarter of 2015, in large 
part because of the lost tobacco revenue. How- 
ever, revenue from pharmacy benefit services rose 
11.9%, and the company lined up $11 billion worth 
of new contracts in the PBM business— gains that 
CVS believes are a by-product of the company’s 
improved reputation. 



The overhaul that Foulkes is leading 
in the retail business is about extending 
those gains. CVS/pharmacy last year 
had $68 billion in sales, which on its 
own would make it the seventh-largest 
U.S. retailer, just behind Target. Its 
footprint is about to get even bigger. 

In June, CVS announced that it would 
spend $1.9 billion to acquire Target’s 
pharmacy and clinic business. When 
the deal closes, CVS will have about 
9,600 pharmacy locations— each one 
an outlet for reaching consumers with the message 
that CVS has their health in mind. 

That is crucial given the new era of disruption 
we’re entering in the health care industry. Spending 
on medicine in the U.S. will increase by some 30% 
between 2014 and 2018, according to IMS Health, 
thanks to an aging population and the emergence 
of specialty pharmaceuticals. At the same time, 
employers— including CVS— are raising deductibles 



K Signage where cigarettes 
used to be at a CVS store 
in New York City on Sept. 2, 
2014. The drugstore chain 
eiiminated tobacco products 
last year— sacrificing $2 billion 
in sales— after deciding that 
smoking clashed with its iden- 
tity as a health care company. 
Then it turned the move into a 
marketing campaign. 



September 15, 2015 



127 



MOST POWERFUL WOMEN 2015 



NO. 14 HELENA FDULKES 



RHODE ISLAND GOV. GINA RAIMONDO.A CLOSE FRIEND, 
SAYS SHE DEFINITELYSEES FODLKES AS CEO MATERIAL 
DOWN THE LINE. “SHE’S A LEADER. SHE CAN MOTIVATE 
PEOPLE, AND THAT’S WHAT EVERY CEO NEEDS TO DO.’’ 



on health plans. That means eonsumers will be pay- 
ing a mueh bigger share of their own health eare 
eosts and shopping around more. The competition 
for customers will be that much fiercer. In a subtle 
way, pushing Kind bars instead of Oreos is part of 
that battle for consumer loyalty. 

Foulkes calls this trend “the retailization” of health 
care and says she welcomes the challenge of using 
CVS stores not only to draw in casual shoppers but 
also to drive business back to the pharmacy benefits 
side of the business. “The health care system is going 
to undergo a lot of change,” she says. “Change is good 
for companies looking for opportunities.” 




^ CVS and rival Walgreens 
have engaged in a long- 
running expansion battle. 

But Walgreens recently said it 
would close 200 stores, while 
CVS agreed to acquire 1,700 
pharmacies from Target. 



THE BEHEMOTH THAT is CVS Health today is 
hardly recognizable from the regional drugstore 
chain Foulkes joined in 1992, soon after getting 
her MBA from Harvard Business School. At the 
time, CVS had about 1,400 stores in the North- 
east, generating annual sales of almost $4 billion. 
All the large chains across the country— from Wal- 
greens to Eckerd to Rite Aid— operated largely 
from the same playbook: fill prescriptions in the 
pharmacy in back, and in the front, sell everything 
from diapers to shampoo to soda. 

A wave of consolidation began to sweep across 
the drugstore landscape in the late 1990s. Tom 
Ryan, a onetime pharmacist who served as CEO at 
CVS from 1998 to 2011, was among the most ag- 
gressive players in the industrywide M&A spree, 
snatching up rivals such as Longs Drugs and 
Sav-On. Depending on the most re- 
cent deal, CVS and Walgreens took 
turns as the industry king. Today 
Walgreens has some 8,200 loca- 
tions and third-place Rite Aid has 
about 4,500. Walgreens has said it 
plans to close around 200 stores. 
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while CVS is acquiring 1,700 Target pharmacies. 

Ryan recognized major potential in Foulkes and 
gave her a career-changing assignment— before 
even she was convinced that she was ready. In 
1997, when Ryan was COO, he plucked Foulkes 
out of a job in merchandising and asked her to 
start a loyalty program for CVS from scratch. Ryan 
gave her precious little guidance on how to do it, 
but she plunged in and figured it out on the fiy. 

The program she created, ExtraCare, has been a 
major success since it rolled out nationally in 2001. 
ExtraCare now has 70 million active members 
(defined as people who have used it in the past six 
months). And it has been an essential tool in helping 
CVS personalize offers to customers while also pro- 
viding a trove of data to CVS about their shopping 
habits. (Walgreens didn’t launch a customer loyalty 
program until 2012, but its Balance Rewards has 
grown rapidly and now has 86 million members.) 

In 2006, Ryan completely transformed 
CVS— and altered the dynamics of the drugstore 
industry— when he orchestrated a $22 billion deal 
to acquire the pharmacy benefits manager Care- 
mark Rx, nearly doubling the size of his company 
by revenue. Suddenly CVS was courting health- 
plan administrators as well as individual customers. 

Ryan again turned to Foulkes, then running mar- 
keting, with a key assignment. He asked her to come 
up with products that would show the value of the 
CVS/Caremark merger, which was being criticized 
by Wall Street. She ended up creating Maintenance 
Choice, a program that debuted in 2009 and allows 
patients on long-term drug regimens to get savings 
from 90-day prescriptions and receive their medi- 
cation either by mail or, for the same price, in per- 
son at CVS pharmacies. Some 20 million customers 
now use Maintenance Choice. 

Merlo, who succeeded Ryan as CEO in 2011, has 
continued the expansion into drug distribution. In 
2014, CVS paid $2.1 billion for Coram, which deliv- 
ers treatments to homebound patients. The same 
year, the company teamed with Cardinal Health 
to create the largest U.S. generic-drug purchas- 
ing operation. Red Oak Sourcing. And in August, 
CVS closed a $12.7 billion deal for Omnicare, a 
distributor of prescription drugs to nursing homes 
and assisted-living facilities. The buying binge has 
played well on Wall Street: CVS’s market value has 
doubled in just three years to some $120 billion. 

Today CVS likes to think of itself as a one-stop 
shop for health care— with the PBM and CVS/ 



pharmacy working together in a virtuous eirele. The 
retail stores get 71% of their revenue (or $48 billion 
last year) from filling preseriptions (756 million of 
them in 2014), something Caremark helps fuel with 
its 65 million members. And every time a Mainte- 
nanee Choiee member opts to piek up meds from a 
store, there’s a ehanee she’ll buy a bottle of Windex 
or a tube of Colgate toothpaste while she’s there. 

Just as erueially, CVS has been able to use the 
symbiotie relationship between Caremark and 
CVS/pharmaey to motivate more patients to stiek 
to their drug regimens— a top priority for the 
health plans and managed-eare organizations 
that Caremark is trying to woo. Aeeording to the 
Ameriean College of Preventive Medieine, only 
25% of people are still taking medieations they are 
supposed to one year after they get their preserip- 
tion, a failing that eosts the U.S. health eare system 
more than $100 billion a year— for instanee, when 
medieation noneomplianee leads to hospitaliza- 
tions for patients with eongestive heart failure. 

Foulkes has been at the forefront of CVS’s efforts 
to boost adherenee. In 2011 she led a team that ere- 
ated the eompany’s Pharmaey Advisor program, 
whieh offers eounseling in stores and by phone to 
Caremark members with ehronie eonditions. A 
2012 study eommissioned by CVS found that faee- 
to-faee interventions by pharmaeists inereased ad- 
herenee rates by 3.9%. “There was an opportunity 
for us to shift our model from just filling preserip- 
tions as effieiently and produetively as possible to 
providing serviees in the store that aetually keep 
people on the medieines,” Foulkes says. Taking 
medieation for a ehronie eondition is an experienee 
that she knows firsthand. 

“I REMEMBER WHEN I FOUND OUT I was having my 
fourth ehild, I was like, ‘Oh, no!”’ Foulkes is in a 
eonferenee room fielding questions from summer 
interns with her usual eandor, and a young man has 
just asked her about work-life balanee. She wasn’t 
sure she eould manage. But juggling family and a 
fast-rising eareer, she says, taught her not to over- 
think everything. “You just take it one day at a time.” 

That kind of praetieal approaeh has served 
Foulkes well, even as it helped lead her down a 
path she never would have imagined while grow- 
ing up in Providenee— building a eareer and life 
in her hometown. The oldest of five ehildren of a 
prominent loeal lawyer— and the nieee of former 
senator Chris Dodd of Conneetieut— young Hel- 




ena Buonanno planned to make 
her mark somewhere besides 
Rhode Island. “When I left for 
eollege, I thought I would never 
eome baek,” she says. “I was bet- 
ter than Providenee.” 

Foulkes studied eeonomies at 
Harvard, where she graduated 
magna eum laude and met her 
future husband. Bill. Her adviser 
for her senior thesis was Larry Summers, who 
would go on to beeome Treasury Seeretary and, for 
a while, president of Harvard. He reealls Foulkes 
as one of just a handful of undergrads he worked 
with over the years who eame aeross as “extraor- 
dinarily effeetive”— another being Faeebook COO 
Sheryl Sandberg. 

After graduation, Foulkes took a job in invest- 
ment banking at Goldman Saehs in New York City 
but found that she wasn’t eaptivated by the art of 
dealmaking. She then served a short stint at Tif- 
fany & Co., where she diseovered her love of retail. 
(She also enjoyed the jeweler’s employee diseount.) 
After getting her MBA at Harvard, she remained in 
the Boston area with her husband, who had a gig 
with Gillette. Foulkes started at CVS on July 22, 
1992, her third wedding anniversary, and spent a 
few years eommuting before the eouple reloeated. 

Just as her eareer was beginning to take off, 
Foulkes was eonfronted with a seary personal eri- 
sis. One day in 1999, she was having luneh with her 
husband when he notieed a lump in her neek. It 
turned out to be early-stage thyroid eaneer. Foulkes 
had surgery and was baek on the job in a matter 
of weeks, leading the effort to launeh ExtraCare. 
While she must take daily supplements for the rest 
of her life to replaee her thyroid hormone, it hasn’t 



^ Foulkes stands in front of 
the pharmacy counter at a 
10,000-square-foot mock-up store 
on the campus of the CVS Flealth 
headquarters in Woonsocket, R.l. 
As an undergrad econ major at 
Harvard, she impressed her thesis 
adviser, Larry Summers, as being 
“extraordinarily effective.” 
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M In June, CVS agreed to pay $1 .9 billion to aoquire and operate 
some 1 ,700 Target pharmaoies and olinios. It will be up to Foulkes 
to suooessfully integrate the new looations into CVS/pharmaoy. 



slowed her down much. Foulkes, who ran three 
Boston Marathons before her diagnosis, completed 
the New York Marathon in 2008. She views her 
annual checkup as a time to reflect on how things 
could have been a lot worse. Says Foulkes: “Every 
year it’s my ritual that reminds me how lucky I am.” 

HER RISING PROFILE has led somc to speculate that 
Foulkes is being groomed to be the next CEO of 
CVS Health. While the company hasn’t announced 
a formal succession plan, it’s clear that Foulkes 
would be a leading candidate to eventually replace 
Merlo— with an emphasis on eventually. Only four 
years into the CEO job, the 59-year-old Merlo is 
not likely to be going anywhere anytime soon. “I’m 
looking forward to leading the team for years to 
come,” says Merlo when asked about possible suc- 
cessors. Then he adds, jokingly, “There’s a lot of 
miles left in this guy.” 

But Foulkes’s friend in the governor’s mansion 
says she deflnitely sees Foulkes as CEO material 
down the line. “She’s a leader,” says Raimondo. “She 
can motivate people, and that’s what every CEO 
needs to do.” 

Foulkes, meanwhile, says she is totally focused 
on the day-to-day challenges involved in operating 
CVS/pharmacy. Assuming the deal gets flnalized, 
that wiW soon include integrating the nearly 1,700 
pharmacies CVS is buying from Target and making 



that underperforming business profltable. Foulkes 
’will also need to stay on top of trends in a health 
care system that is changing quickly, particularly 
when it comes to the pharmacy business. 

According to Adam Fein, president of Philadel- 
phia research Arm Pembroke Consulting, 'within 
just two years nine out of 10 drugs dispensed in the 
U.S. 'will be low-price generics, cutting into phar- 
macy revenues. At the same time, Fein is forecast- 
ing that specialty drugs— pricier treatments for 
problems ranging from high cholesterol to HIV— 
'will soon generate 15% of the industry’s revenues. 
The competition for those lucrative prescriptions 
'will go a long way toward determining who 'wins in 
the drugstore business long-term. 

To grow sales outside the pharmacy, Foulkes 
must square off 'with CVS/pharmacy’s old retail 
rival, Walgreens. It won’t be easy. Walgreens has 
suffered from some missteps in recent years. For 
example, it permanently lost countless customers 
to CVS when for nine months in 2012 it refused to 
All prescriptions for Express Scripts members be- 
cause of a spat over reimbursement rates. But it’s 
done plenty of things right too. Walgreens sold off 
its O’wn PBM a few years ago in order to focus more 
on the quality of its stores. And its merger 'with Al- 
liance Boots has brought in more premium beauty 
products to a drugstore chain some already see as 
offering a more in’viting retail experience. The You- 
Gov Brand Index, which tracks consumer attitudes, 
has found that Walgreens regularly edges out CVS’s 
drugstores. Foulkes is counting on her team of mer- 
chants to help her close that gap. 

Back in the mock store, the items that generate 
the most enthusiasm from Foulkes as she tours 'with 
her executives are in the beauty section. She is par- 
ticularly taken 'with a new display for Makeup Acad- 
emy, or MUA, a leading CVS store brand of beauty 
products. Unlike the clunlq^ fixtures CVS now uses— 
which force customers to reach inside to pull out a 
stick of, say, lip balm— the stand-alone shelves com- 
ing this fall make products easier to reach, increas- 
ing the odds a shopper will engage. Foulkes, who 
early in her career at CVS was a category manager 
for cosmetics, remarks at how much the display pops 
'with color. “It’s really in’viting,” she says appro’vingly. 

To Foulkes, every detail counts. “If you have a 
good experience in the front of the store,” she says, 
hammering home the message again, “you’re more 
likely to be comfortable using us in the pharmacy.” 
It’s strategic thinking worthy of a CEO. 
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HEATHER BRESCH CEO, MYLAN 



Why 

Wall Street 
Loves 
to Hate 
Mylan’s CEO 



Heather Bresch elevated 
generic -drug maker Mylan 
from dinky to dominant— 
and more than doubled its 
stock price. But to some 
angry investors, she’s still 
“what’s her face.” 

Photograph by ANDREW HETHERINGTON 



By Jen Wieczner 

AT 6 A.M. ON THURSDAY, July 23, Heather Breseh 
was running on the treadmill in her home gym 
when she found out that four men in Amsterdam 
had effeetively seized eontrol of half her eompany. 

In Breseh’s wild world, this qualified as won- 
derful news. 

Breseh is the CEO of Mylan, the generie-drug 
maker that spent the past summer tangled in a 
three-way takeover battle with two other drug- 
industry giants. The Dutehmen’s maneuver, whieh 
transferred a large ehunk of Mylan shares to a 
speeial foundation ealled a stichting, was the eul- 
mination of a strategy Breseh had quietly initiated 
months earlier. It aeted as a poison pill that would 
undermine Teva Pharmaeeutieals’ $40 billion 
hostile takeover bid for Mylan, taking the power 
to aeeept the offer out of eommon shareholders’ 
hands. If that bid eollapsed, Breseh would be free 
to pursue the deal she really wanted, an effort she’d 
launehed just before Teva’s offer: Mylan’s own hos- 
tile takeover of Ireland-based drugmaker Perrigo. 

Still, it was too early to eelebrate. A eouple of 
hours later, eating breakfast (two hard-boiled 
eggs, slieed and seasoned) with a reporter in her 
offiee at Mylan’s headquarters outside Pittsburgh, 
Breseh seemed on edge and ready to pounee. Clad 
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NO. 22 HEATHER BRESCH 

in a black leather laser-eut sheath dress and her 
signature five-ineh stilettos, she kept a tense eye on 
CNBC until she saw what she’d been waiting for: a 
eommentator deelaring that the Teva deal was as 
good as dead. 

Mylan’s stoek began falling on the news— in faet, 
its shares would tumble 30% over the next six 
weeks— but Breseh wasn’t eoneerned about share- 
holders’ feelings. Her low West Virginia twang in- 
tensified as she stated her resolve to keep Mylan 
independent at all eosts. “We’re not afraid to take 
the path of resistanee, as you’re witnessing today 
with this love triangle we’re in,” she said, then eor- 
reeted herself: “Well, not love.” 

By the following Monday, Breseh had won: Teva 
withdrew its offer. The eonvoluted eorporate danee 
had proteeted Breseh’s job— and with it, her plaee 
as the most powerful woman in the drug industry. 
But it also thiekened the eloud of eontroversy that 
has shadowed her eareer, turning her story into a 
juiey saga of sexism, drugs, and even roek and roll. 

Breseh, a 46-year-old who’s spent more than 
half her life at Mylan, has steered the eompany’s 

CEO 
/MYLAN 

“WE DON’T CATER TD WALL STREET. AND THEY DON’T LIKE THAT.” 

transformation from a quirl^ outfit run out of a 
West Virginia trailer to a global operator with 
30,000 employees in 145 eountries. Born into 
polities— her father, Joe Manehin, is a longtime 
West Virginia Demoeratie stalwart who’s now a 
U.S. senator— Breseh has mastered the regulatory 
world. Sinee beeoming CEO in 2012, she’s overseen 
a major revenue inerease; Mylan projeets sales of 
up to $10.1 billion this year, up from $6.1 billion 
in 2011. Today she remains the only woman ever 
to run a Fortune 500 pharma eompany— though 
Mylan was kieked off this year’s 500 list after rein- 
eorporating in the Netherlands in a tax-lowering 
transaetion known as an inversion. 

Still, Breseh’s aeeomplishments have earned 
her... well, not love. Often quite the opposite. As 
CEO, Breseh has been eelipsed by Robert Coury, 



HEATHER 

BRESCH 
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her predeeessor and mentor, now Mylan’s exeeu- 
tive ehairman— a brash fountain of expletives who 
many observers believe still pulls Mylan’s strings. 
Institutional investors have long aeeused Coury 
and Breseh of putting their interests ahead of 
those of shareholders— a suspieion that Mylan’s 
rebuff of Teva only deepened. “They’re kind of in 
the penalty box,” says Marty Sass, a money man- 
ager of $7.5 billion who sold half his Mylan stake 
in July. “Everybody hates them.” 

Under Breseh’s leadership, Mylan has also 
stumbled through a series of ethieally messy mis- 
haps and publie relations gaffes. Mylan’s inversion 
took plaee just as uproar over the taetie reaehed 
a fever piteh on Capitol Hill. (Among the politi- 
eians who denouneed the move was Breseh’s own 
father, though he later ehanged his mind.) Crities 
have ealled out the eompany for unusually high ex- 
eeutive pay paekages, questionable use of eompany 
jets, and murky relationships with board members. 
Then there’s “the Heather Breseh situation,” as she 
herself ealls it, a seandal surrounding her exeeu- 
tive MBA eredentials— when you Google her name, 
the episode still ranks even higher than her offieial 
Mylan bio. 

These stumbles have provided plenty of ammu- 
nition for Breseh’s opponents— ineluding Perrigo, 
whieh has invoked eorporate oversight “failures” 
in its fight against Mylan’s takeover bid. “Mylan’s 
governanee has always been a weak point for them,” 
says Bernstein analyst Ronny Gal. The seandals also 
exaeerbate the business-world boys’ elub’s tendeney 
to underrate Breseh— to see an attraetive, fashion- 
able woman exeeutive and assume those are her 
best qualities. “What they just really don’t under- 
stand is that it’s got nothing to do with sex, noth- 
ing to do with male vs. female,” says Mark Greene, 
a partner at Cravath Swaine & Moore, whieh has 
represented Mylan in M&A deals. “She’s the most 
knowledgeable person in the room on the subjeet 
matter. People are eaught off guard.” 

Breseh rolls her eyes at the eontroversies, ehar- 
aeterizing them as the inevitable eost of making 
tough deeisions. “I just think all that’s built a lot of 
eharaeter,” she says. 

GROWING UP IN a politieal family, Breseh developed 
a tough shell. During one state legislative raee in her 
teen years, her faee was plastered aeross town as 
part of a eampaign against her father; her first week 
of high sehool, she had to eross a pieket line— led 




by her science teacher— of union 
members complaining about Man- 
chin. The Italian-American fam- 
ily was a frank-speaking, often 
chauvinistic bunch, by their ovm 
description, but also easygoing, 
and they frequently let loose in the 
company of their West Virginia 
neighbors. “There was a wild and 
crazy side,” says one family friend, 
famed University of Alabama foot- 
ball coach Nick Saban. 

Bresch joined Mylan almost by 
accident. After graduating from 
West Virginia University, she 
taught aerobics in San Diego be- 
fore moving back to the “Wild and 
Wonderful” state as a 22-year-old 
newlywed in need of a job. Her 
well-connected father ran into his friend Milan 
Puskar at a basketball game and finagled her an 
interview at Puskar’s drug company. Dropping by 
Mylan’s executive offices, then located in a double- 
wide trailer in Morgantown, Bresch walked out 
with a job typing labels in the factory basement. 

Mylan was a local success story, a company 
formed in 1961 by a pair of Army vets who distrib- 
uted medicine out of their car. In the early 1990s 
the concept of a generic drug— a cheaper copy of a 
branded medication whose patent had expired— 
was still new and nebulous. So after working her 
way out of the basement and into business devel- 
opment, Bresch became an expert on the Hatch- 
Waxman Act, a 1984 law that basically created the 
modern generic-drug industry by giving generics a 
special, faster approval process. CEO Puskar even- 
tually dispatched her to lobby Congress. 

But responsibility didn’t bring respect. Bresch’s 
mother, Gayle Manchin, says Bresch had to put 
up with a sexist culture at Mylan that reinforced 
the glass ceiling through demeaning treatment of 
women. “I’m going to use the term ‘sexual harass- 
ment,”’ Gayle says, adding, “I don’t think that the 
men in charge there ever, ever would have said in a 
million years that Heather would be CEO.” Bresch 
says harassment is too strong a term but notes that 
it was an “old boys’ club” environment: Still, she 
says, “I never felt that I couldn’t hold my own.” 

Bresch’s arc changed after Mylan named Coury, 
an industry outsider, as its CEO in 2002. At first 
it looked as though Bresch might be pushed out 



of Mylan entirely. Weeding out 
Mylan’s upper ranks, Coury eyed 
Bresch as a prime target. He 
marched into her office to tell her 
“she was the most overpaid and 
should be looking for another 
job,” Coury recalls. Bresch had 
been thinking of trying a new ca- 
reer. But after Coury’s tough talk, 

“I said, ‘Well, shit, if I quit now, 
he’s gonna think he scared me off- like he’s right 
and I bring no value,”’ Bresch says. 

Bresch strove to outwork her peers and showcase 
her exhaustive knowledge of the industry. Pregnant 
with her second child, she powered ahead, even di- 
aling into conference calls from a hospital room 
just after her son was born. “She just had balls,” 
says her assistant of 14 years, Laurie Marquis. 

Coury eventually acknowledged Bresch’s talent— 

“I was moved,” he says. 

One of her formative experiences came in 2004, 
when Mylan was hit by a hostile takeover attack, 
from activist Carl Icahn; Coury tasked Bresch with 
keeping Mylan’s other shareholders from joining 
Icahn’s side. Icahn eventually backed off, but Bresch 
says the battle crystallized for her the tensions be- 
tween the priorities of Wall Street— including max- 
imizing share price in the short term— and Mylan’s 
own goals. “We really were run more like a family- 
owned [company],” Bresch says. “We don’t have the 
same view that Wall Street does.” 135 

In 2007, Mylan scored the deal that would take . 



K Bresch testifying during a 2009 
congressional hearing. Known 
among colleagues as a policy 
wonk, she’s equally comfortable 
working with the government (as 
she did on generic-drug regula- 
tions) and criticizing it, as she did 
when defending Mylan’s inversion. 
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INVESTORS’ FRIEND OR FOE? 



Mylan’s resistance to Teva’s takeover bid helped end a 
3!4-year bull run for its shareholders. 




$1G billion COMPANY REVENUES Company projection — up to $10.1 




it global— the $6.7 billion acquisition of German 
drugmaker Merck’s generics business, which had 
more than double Mylan’s revenue. Coury put 
Bresch in charge of the integration, promoting her 
to COO. Skeptics compared the deal to a python 
swallowing a Volkswagen: Bresch, however, im- 
pressed nonbelievers by summiting with managers 
across Mylan’s 139 new countries on weekly confer- 
ence calls (6 a.m., Pittsburgh time). “They rallied, 
and everyone played above their head, and no one 
more than Heather,” says Alan Hartman, a partner 
at Centerview who advised Mylan on the deal. 

It was during this odyssey that the Heather 
Bresch situation surfaced. The October 2007 news 
release announcing Bresch’s promotion declared 
that she had received an MBA from West Vir- 
ginia University; by December, the Pittsburgh 
Post-Gazette reported that WVU had altered her 
transcripts and awarded her degree retroactively. 
Joe Manchin by then was West Virginia’s governor, 
and the implication of cronyism tainted Bresch just 
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as she was emerging as a corporate leader. 

A subsequent investigation by the school stripped 
Bresch of her degree. Its 95-page report concluded 
that administrators had given Bresch grades “pulled 
from thin air” because of her “high profile”— but it 
didn’t directly fault either father or daughter. “I cer- 
tainly to this day believe I did everything I needed 
to do to get my degree,” says Bresch. By 2010 the 
benefits of the Merck acquisition were flowing to 
Mylan’s bottom line, and people stopped caring 
as much about Bresch’s business school pedigree. 
“Mylan’s board decided it wasn’t a requirement 
for the job, and Wall Street moved on,” says David 
Buck, managing director and pharmaceutical ana- 
lyst for Northland Capital Markets. 

BRESCH’S LEADERSHIP ON the Mcrck deal made 
her the clearest candidate to be Coury’s successor. 

Still, Coury shocked Bresch and the Mylan board 
when he informed them, in the fall of 2011, that 
he’d be handing over the reins. When Coury an- 
nounced the change on an earnings call in Octo- 
ber, analysts’ first question was, “Why now?” Coury 
retorted, “The real question is. Why not now?” 

Some investors and analysts believe Coury was 
under pressure to kick-start Mylan’s stock price; 
shares had recently plateaued, and Coury had a 
troublesome tendency to overpromise on earnings 
forecasts and FDA approvals. His unabashed potty 
mouth (“I like four-letter words, and ‘cute’ is not 
one of them, okay?” he tells Fortune) also grated on 
many. The ascent of Bresch, a media-sawy execu- 
tive who knew when to be politically correct and 
when not to be, smoothed some ruffled feathers. 
“They moved from being strange people you can’t 
trust to just being eccentric,” says Derek Taner, 
portfolio manager of Invesco’s Global Health Care 
Fund, of Mylan’s management. 

But Couiy did anything but retire. As executive 
chairman, he says, he retains four responsibilities: 
talent management, major M&A, dealing with “all 
the issues” (read: any controversies), and the not-so- 
minor task of “leading the strategic direction of the E 
company.” He insists that Bresch “is the one that runs ^ 

o 

this company every day— period, said, done, dry!” S 
But even his compliments have a way of minimiz- ^ 
ing her role. ‘You know what a woman can do for a I 

home?” says Coury. “That’s what she’s done for this " 

corporation.” (“I hate that,” groans Bresch. “He’s said » 
that before and I’ve told him not to ever say it again.”) ^ 

The result: Bresch often looks like she’s merely ^ 
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Coury’s deputy. Some investors and analysts have 
eoneluded she’s irrelevant, referring to her as 
“what’s her faee” or a “plaeeholder” when diseuss- 
ing Mylan. “Heather Breseh might be a very tal- 
ented, loyal employee,” says Jeffrey Sonnenfeld, a 
leadership expert at the Yale Sehool of Manage- 
ment, ‘T^ut I don’t think anybody believes that she’s 
really the funetioning CEO— that’s Coury.” 

Exeeutives who work elosely with Mylan say that 
sueh dismissals underestimate her. She’s a key, elo- 
quent voiee in Mylan’s major strategie deeisions, 
and her operational deftness has far exeeeded her 
board’s expeetations, says Mylan board member 
and former AmerisoureeBergen CFO Neil Dimiek: 
“Her ability to lead— that we did not know.” Admits 
Hartman, the Centerview adviser: “Most people 
would have bet against” Breseh as a leader, ‘T)ut she 
has an ineredibly good gut feel of it.” 

Breseh demonstrated that feel early on as CEO 
with a long-overdue brand overhaul, writing 
Mylan’s first mission statement, whieh artieulated 
a vision to reaeh 7 billion people— in other words, 
everyone in the world— with Mylan’s medieines. 
The politieian’s daughter also helped draft and 
rally industry support behind the 2012 Generie 
Drug User Fee Aet, a law that funded more FDA 
inspeetions of generie-drug faetories overseas. 
Breseh persuaded Mylan’s eompetitors to aeeept 
greater regulatory oversight and pay the govern- 
ment for the pleasure. GDUFA also gave a ehanee 
for Mylan to toot its own horn: After going nearly 
50 years without any manufaeturing-related prod- 
uet reealls, Mylan has the best quality reeord in the 
industry, outside experts agree. 

Under Breseh, Mylan has more eonsistently met 
earnings expeetations, investors say, and its stoek is 
up 124% during her tenure, more than double the 
S&P 500. Breseh is partieularly proud of the hid- 
den gem she found during the Merek aequisition: 
the EpiPen, a 25-year-old poeket-size injeetor for 
alleviating potentially fatal allergie reaetions. The 
produet grossed less than $200 million annually 
before Mylan bought it. Breseh made it “my baby,” 
she says; last year it beeame Mylan’s first billion- 
dollar bloekbuster produet— a rare aehievement for 
a generies eompany. 

On governanee, however, Mylan hasn’t looked 
as impressive. In 2012 the Wall Street Journal 
reported that Coury was regularly using Mylan 
eompany planes to fly to eities where his singer- 
songwriter son, Tino, was performing. (Coury and 



Breseh are granted personal use 
of the eompany aireraft under 
Mylan’s employment eontraets.) 

As the Teva takeover battle was 
eoming to a head, the Journal 
reported that Mylan had built its 
Pittsburgh offiees on land previ- 
ously eo-owned by the lead in- 
dependent direetor of the board— who sold it for 
$1 to a third party hours before Mylan bought it. 
Corporate ethies experts deeried the previously 
undiselosed transaetion as a eonfliet of interest 
involving a “related person.” Breseh tells Fortune 
the direetor was “graeious enough” to relinquish 
his interest in the plot before Mylan bought it. 
Breseh even blames Teva for planting the story “to 
make us look like bad people.” (Teva deelined to 
eomment.) 

Breseh shrugs off these issues with striking ease. 
Comfortable in her seandal-thiekened skin, Breseh 
says she has pardoned many eolleagues whose 
dirty laundry might have led other employers to 
demand their resignations. As long as they didn’t 
break the law, she’s unfazed. “The easiest thing to 
do would have been to let somebody go or not hire 
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^ Robert Coury, Mylan’s execu- 
tive chairman and former CEO. 
Mylan’s stock performed much less 
well under Coury than under Breseh, 
rising just 48% in nine years. 
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them because it’s messy,” she says. “But 
you know what? Life’s messy.” 

MYLAN’S RELATIONS WITH invCStOTS 
have only grown messier during this 
year’s takeover battles. Mylan began its 
inversion last July, by acquiring part 
of Abbott Laboratories’ international 
drug business. But when shareholders 
overwhelmingly approved the agree- 
ment in January, they largely missed or 
ignored an “anti-takeover” clause about 
the stichting. Of the more than a dozen 
analysts, investors, and governance 
experts polled by Fortune, only one re- 
membered even reading about it. (Sev- 
eral struggled to pronounce the word, 
calling it a “stitching,” like a needlepoint 
pillow.) Mylan is now the target of two 
shareholder lawsuits claiming that ref- 
erences to the anti-takeover measure in 
the agreement were vague and mislead- 
ing. (Mylan says the suits are meritless.) 

A few weeks after the inversion was 
completed, Mylan set up the stichting 
foundation, whose charter gives its four- 
man board (chosen by Mylan) the right 
to combat threats to Mylan’s interests by 
calling in preferred shares worth up to 
50% of the company’s voting rights. A 
“stealth” feature native to the Nether- 
lands, the stichting is “an invisible for- 
tress,” says Stephen Davis, senior fellow 
of the Harvard Law School Program 
on Corporate Governance. “It’s there 
to sort of short-circuit accountability to 
the investors.” 

That’s exactly what happened in July, 
when the stichting sabotaged the Teva 
deal. Mylan investors who had sali- 
vated over Leva’s offer— which repre- 
sented a premium of as much as 48% 
over their shares’ value— were left with 
a “sour taste in their mouth,” says In- 
vesco’s Taner. Bresch and Coury told 
them that Mylan was a stakeholder 
company, not a shareholder company: 
It could consider the interests of their 
employees (who might lose their jobs) 
and patients (whose drugs might cost 
more if the merger reduced competi- 



tion) above those of investors. “It came 
across as we’ll do anything to remain 
independent, and basically screw the 
shareholders,” says Taner, whose firm 
is one of the largest owners of Mylan 
stock. Bresch’s response is a familiar 
one: “We don’t cater to Wall Street, and 
they don’t like that.” 

Nor does Bresch subscribe to the 
Big Pharma playbook. The deal doesn’t 
conform to the shareholder-friendly 
formula currently driving other merg- 
ers in the sector: Mylan isn’t predict- 
ing an immediate earnings boost from 
the deal; Perrigo doesn’t have a hot 
new drug, and it won’t greatly expand 
Mylan’s share of the prescription gener- 
ics market. The leader in “white-label” 
generic over-the-counter products, Per- 
rigo dominates the market for cheaper, 
drugstore-brand versions of Advil and 
Neosporin. Owning Perrigo would thus 
make Mylan a more diversified health 
care company, putting it both behind 
and in front of pharmacy counters. 

Bresch managed to sell that vision 
to a majority of her shareholders, who 
approved pursuing Perrigo on Aug. 28, 
with 66% of the vote (against the rec- 
ommendation of influential proxy advi- 
sory ISS). It will be harder to persuade 
Perrigo’s shareholders to take the deal, 
especially since the sinking price of 
Mylan’s shares has sharply lowered the 
value of the bid. “This offer isn’t even in 
the right zip code,” Perrigo CEO Joseph 
Papa tells Fortune in an email. 

Bresch will have until Nov. 13 (the 
deadline for Perrigo investors to tender 
their shares) to win them over. If she 
succeeds, the roughly $35 billion deal 
would be the largest hostile takeover 
in history, according to Dealogic. But if 
there’s one thing Mylan and Bresch are 
comfortable with, it’s hostility. Bresch 
slips back into plain-speaking West 
Virginia mode as she describes what 
will happen when— not if— the bid 
succeeds: “We will absolutely embrace 
them, and they will see and feel our au- 
thenticity.” fl 
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for the investment-grade-rated bonds favored by Hennion & Walsh are 
historically low (according to Moody's 201 2 research,*) you can enjoy a 
regular income stream in retirement. Please note that if a bond is called, any 
bond you may buy in the future with the proceeds, may earn more or less 
than the original called bond. 

Advantage #3: The potential for tax-free income. 

Good news! Income from municipal bonds is NOT subject to federal 
income tax and, depending on where you live, may also be exempt from 
state and local taxes. 

About Hennion & Walsh 

Since 1 990, Hennion & Walsh has specialized in investment grade tax-free 
municipal bonds. The company supervises over $2 billion in assets in over 
15,000 accounts and provides individual investors with institutional quality 
service and personal attention. 

Dear Investor, 

We urge you to call and get your free Bond Guide. Having 
tax-free municipal bonds as part of your portfolio can help 
get your investments back on track and put you on a path to 
achieving your investment goals. Getting your no-obligation 
guide could be the smartest investment decision you'll make. 

© 2014 Hennion and Walsh. Securities offered through Hennion & Walsh Inc. Member of FINRA, SIPC. 
Investing in bonds involves risk including possible loss of principal. Income may be subject to state, local 
or federal alternative minimum tax. When interest rates rise, bond prices fall, and when interest rates fall, 
bond prices rise. *Source: Moody’s Investor Service, March 7, 2012 “U.S. Municipal Bond Defaults and 
Recoveries. 1970-2011.” Past performance is not guarantee of future results. 








Here's just some of 
what you'll learn . . . 

Why municipal bonds may 
deserve a place in your 
portfolio. (Page 1) 

Why insured bonds often 
provide an extra degree of 
security. (Page 2) 

Why municipal bonds can 
potentially provide safety of 
principal. (Page 3) 

How municipal bonds can 
potentially provide tax-free 
income. (Page 3) 

Strategies for smart bond 
investing. (Page 4) 

Municipal bond facts every 
investor should know. (Page 4) 

Plus lots more! 



FREE 

Bond Guide 

Without Cost or Obligation 

CALL 

( 800 ) 316-2804 

(for fastest service, call 
between 8 a.m. and 6 p.m.) 

Hennion & Walsh, Bond Guide Offer 
2001 Route 46, Waterview Plaza 
Parsippany, NJ 07054 



TRoweftice’ 

INVEST WITH CONFIDENCE 




I t 



4€t(k) 






ROLLOVER 




• * 


100% OF OUR RETIREMENT FUNDS 
BEAT THEIR 10-YEAR LIPPER AVERAGE 


1 1 



In a variety of markets, 100% of our retirBment funds beat thdr 10’year Lipper average,* So wTien you 
choose a T, Rowe Price Retirement Fund, you can feet confident in our experience and expertise, Past 
performance cannot guarantee future resu/te. Roll over your old 401{k) to a firm with proverr performance* 

CALL 1*666*784-4105 OR GO TOTROWEPHICE.COM/ROLLOVER. 





Request a prosipeirhis or summary pnispM±ii; tach Indudas mvastmant ubjadnas, risks, Eaas, tJipenses, and othar infurmation that ynu ihnuld riad aiiif considei earalully 
batore invBStiiig. Ute pririapal vakie of die Rettremem Funds is nut giManteed at any time, i%luding at nr atlEf tin target date, which is tiie BppnnQnstc year an inraslDF plans In rgtim (assiimal 
to be ap B5) and jik% slnp mafdno new Inve^mcnts in tie fund. If an invesim plsis to mtim significant^ writer or blsr tiian age SS, th@ funds may tuA be an apprupriata invastment ewn if the 
IflvesiDr is mtirlng on Dr near tha largai data. The hinds' allacallorts among a hr^ range nf unrhiriying T, Rowe Rice stock and bond fumh vrill diange duet time. The funds emphasize potential 
capital appmdatiHi during the e^ phases of retirBrnerti asset accurntdaliitn, bataniM tile need fiy appradation witii the need for income as rEtimmenl ^tproaches, and focus on stipportiiig an 
jneome stream ouer a long-term posbitkefiiBrti wtiskawai hodzon. The fwids are not designed fora knip-sum redemption at the target date and do not guarantee a partictiiar levd of jneorTK. The 
funds mantain a substantial action to equities both prior to and after tiie target date, whidr Eian result in greaier volatility over shor^ time boriznr^ *0ased on cumuiative total return, 34 of 36 
(94%), 3 £ of 33, 36 of 39 , BTij 2 ^ of 20 at tha RietirBrnent Fioids (incfijdffig il share classes) outperformed their Lipppr average for the 1 -, 3-, ^ TO-year periods ended 6/30/15, raspectivety. 

Hot all finds mihierlormed hr al pariods. (Source for data : Upper Inc.) 

I Rowe Rice Iwesbtienl SondDes, Inc^ IKshihutor. 



11^)82543 





01: COURTESY OF wateraid; 03: stefanie keenan 



MOST POWERFUL WOMEN 2015 



AWARD WINNERS FROM THE EDITORS OF t-VUrilVK 

AND FOODI.WINE 



The Most 

Innovative Women in 



02 03 

Kathleen Ligocki Jessica Alba 

Harvest Power The Honest Company K 



Food 
& Drink 

These dynamos are bringing fresh 
ideas to everything from clean 
water and home products to goat 
cheese and wine— in ways that 
benefit the broader world. 




Improves access 
to clean water, 
toilets, and hygiene 
for the world’s 
poorest people. 



Transforms food Sells household goods that are both 

waste into renewable eco-friendly and affordable. 

energy. For more, 
see the story on the 
next page. 




4. Jen Johnson and 
Serafina Palandech 

Hip Chick Farms 
Reimagines frozen 
food with organio 
and humanely raised 
chickens. 

5. Lynnette Marrero 
and Ivy Mix 

Speed Rack 
Raises money for 
charities through an 
all-female mixology 
competition and 
promotes industry 
women. 

6. Julie Smolyansky 

Lifeway Foods 
Leads the yogurt-like 
kefir and probiotic 
movement. 



7. Leanne Brown 

Author of Good 
and Cheap 
Writes and gives 
away healthy recipes 
targeted to families 
on tight budgets. 

8. Danielle 
Gould 

Food + Tech Connect 
Creates events, 
resources, and 
a community for 
entrepreneurs 
working to improve 
the food system. 

9. Lauren 
Bush Lauren 

FEED 

Raises money to fight 
global hunger through 
supper fundraisers. 

CONTINUED ON NEXT PAGE ■* 
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NO. 2 THEMDSTINNOVATIVEWOMENINFDODANDDRINK 



Harnessing 
the Energy 
of Uneaten 
Vegetables 



Harvest Power is transforming 
food waste into a power source. 
Could your child’s untouched 
broccoli help provide electricity.^ 



55 Kathleen Ligocki, CEO of Harvest Power, in front of 
one of the oompany’s digester tanks in Orlando 



By A BIT PAST the welcome banner for Walt 

00 -^^ Disney World, there’s a part of the theme- 

Kowitt park expanse where tourists never tread. 

It’s reserved for the 100 tons— eight to 
10 truckloads’ worth— of uneaten food 



To Kathleen Ligocki, the pungent odor smells like 
money. Ligocki, 59, is the CEO of Harvest Power, a 
$145-million-revenue startup that turns food waste 
into fuel. Here at the company’s Energy Garden in 
Orlando, Harvest has constructed an anaerobic di- 



delivered here daily from around the 40-plus-square-mile 
property and beyond. The site is far enough from the likes of 
Splash Mountain and the Cinderella Castle to keep the aroma 
of rotting lettuce and onions from disrupting the magic of the 
Magic Kingdom. 



gester (with two massive domed tanks) whose pro- 
cesses emulate those in a cow’s stomach. “It’s bio- 
mimicry,” Ligocki says, “hut more efficient.” 

The digesters use microbes to break down a 
mixture of 20 % food waste; 20 % fats, oils, and 
grease; and 60 % treated sewage (euphemistically 



CONTINUED FROM 
PREVIOUS PAGE 



Carla Hall 

Restaurateur and 
co-host of The Chew 
Motivates home oooks 
with heraooessibility 
and nontraditional 
oareer path. 



11. Cristina 
Mariani-May 



Banfi Vintners 
Uses her growing 
wine empire to push 
for sustainable wine. 




called biosolids) from Disney’s nearby wastewater 
treatment plant. “When you add food waste to bio- 
solids, it’s like crack— biogas crack,” Ligocki says. 



1? Kara 
Cissell-Roell 

VMG Partners 
Baoks young 
food brands in the 
health and wellness 
oategory. 



13. Pashon Murray 

Detroit Dirt 
Leads the 
oomposting 
movement to divert 
food waste from 
landfills. 



14. Kara Goldin 

Hint 

Offers a healthy 
alternative to 
soda with her 
unsweetened 
flavored water. 
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“You just produce a lot more energy.” After 26 to 
28 days in the digester tanks, the resulting bio- 
gas— enough to power 3,000 homes for a year— is 
eaptured and sold baek to Disney. 

Till now, food has largely eseaped the reeyeling 
revolution that has taken plasties, glass, metals, 
and garden waste out of landfills. Edibles still 
make up 15% of munieipal solid waste, with the 
vast majority of all eonsumer food trash heading 
straight for the dump. Food has lagged in reey- 
eling beeause it’s diffieult to deal with-it’s wet 
and stieky, making it tough to separate. (Beeause 
it’s mixed with other types of waste, it ean be 
trieky to obtain predietable quantities. Biosolids 
are another matter. “It’s the most seeure stream 
there is,” Ligoeki says with a laugh. “If you’re 
near a population, you ean pretty mueh guaran- 
tee it. And there’s no eompetition.”) “Clean” food 
waste— say, items thrown out by supermarkets 
and never touehed by eonsumers— is easier to 
handle but also in higher demand. Farmers want 
it as pig or eow feed. 

Harvest Power is able to proeess “dirty” food 
waste, whieh is eontaminated with things like plas- 
tie and silverware. Before going through Harvest’s 
digester tanks, food gets pushed through sereens 
with half-ineh holes to keep out foreign objeets. 

What we eat— or rather don’t eat— is the next 
frontier of reeyeling, and Harvest is in a unique 
position to eapitalize. Right now the U.S. and 
Canada have about 30 anaerobie digesters break- 
ing down food. Ligoeki thinks hundreds more will 
be built in the next deeade. Considering Germany 
alone has about 7,000, it’s hardly impossible. 

Harvest’s edge eomes from sitting at the intersee- 
tion of three eonverging industries: waste, energy, and 
soil-related produets (ineluding organie eompost and 
fertilizers). Eaeh has its own distinet profit stream. 
Tipping fees, or the money paid to Harvest for reeeiv- 
ing the waste, is the biggest driver. Next eomes the 



sale of biogas, and third is the sale of organie fertil- 
izers made from the leftovers of the digestion proeess. 
In Florida, for example, the resulting fertilizer is sold 
to orange growers. 

Ligoeki was no expert in food waste when she 
took the CEO job a year and a half ago. She reeyeled 
and eomposted at home, but that was about it. An 
auto-industry veteran with stints at General Mo- 
tors, United Teehnologies, and Ford, she beeame 
the CEO of auto parts supplier Tower. She helped 
Tower get through bankruptey before leading a 
T. Boone Piekens-baeked fuel-effieient-vehiele 
startup ealled Next Autoworks. She then headed 
to Kleiner Perkins, whieh is an investor in Harvest. 
Ligoeki was an observer to the Harvest board when 
the eompany started to look for a new CEO. Its 
founder, Paul Sellew, had led the startup through 
a period of rapid revenue growth, but it needed to 
foeus on profits. “I’m a person who looks at how do 
you seale, not how do you one-off, but how do you 
ereate a hundred of these or 500?” Ligoeki says. 
“That’s really the next question.” 

Ligoeki thinks the answer will be using the ex- 
tra eapaeity of U.S. wastewater treatment plants— 
about half of whieh have digesters to treat biosolids. 
Harvest is working on sueh a projeet with East Bay 
Munieipal Utility Distriet in Oakland. Consider 
this: The Orlando faeility eost about $30 million to 
build; had the digesters and infrastrueture already 
been in plaee, it would have redueed eosts by at least 
$10 million and sped eonstruetion. 

“We think it is one of the next trends,” Ligoeki 
says. Indeed, momentum is building. A growing 
number of states and eities have banned eommer- 
eial food waste from landfills. And New York City’s 
mayor reeently proposed mandating sueh reey- 
eling for large food enterprises, providing another 
eatalyst. “We are at a real turning of the market,” 
Ligoeki says. “I think food diversion will be very 
different in 10 years.” 19 



15. Dominique Crenn 

Atelier Crenn 
Her San Francisco 
restaurant pushes 
culinary boundaries, 
earning Michelin stars. 



16. Bertha 
Gonzalez Nieves 

Casa Dragones 
Combines the 
traditional and the 
modern with her 
high-end tequila. 



Allison Hooper 

Vermont Creamery 
Invests in and culti- 
vates a vibrant local 
goat-milk industry 
foroheese. 



Jessamyn 

Rodriguez 

Hot Bread Kitchen 
Provides training and 
job placement for 
immigrant and low- 
income women. 



19. Caroline Frey 

Winemaker 
Applies organic and 
biodynamic practices 
to some of the most 
historic French 
vineyards. 





20. Nikiko 
Masumoto 



Masumoto Family Farm 
Raises awareness 
about the ohallenges 
facing small family 
farms. 
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Setting the Right Course 



A RECENT FINANCIAL LITERACY study of college 

students across the United States found that 89% of 
„ respondents scored the equivalent of a “C" or below 
in the topics of earningt spendingf saving, borrowing, and pro- 
tecting. The “National Financial Capability Study" conducted 
by Inceptia surveyed 962 first-year students: none scored in 
the "A" range. Government and the private sector have both 
taken note. 

Helping college students become financially capable — while 
they're in school and beyond — is key to creating a generation of 
adults in the position to attain their financial goals. That's why 
in June, President Obama's Advisory Council on Financial Ca- 
pability for Young Americans issued a report detailing the ways 
in which government, educators, and the private sector could 
work together to better build students' financial knowledge and 
skills. Said U.S. Treasury Secretary Jacob J. Lew of the coum 
ciFs recommendations: “"The financial decisions young people 
make can set the course for their futures. We must ensure that 
young people, especially those in underserved populations, 
learn eariy about life's financial choices." 

Corporate America, meanwhile, has taken a page from 
the same book, rolling out programs that teach financial 
literacy and help students better manage their money 
while they're still in college. 

The Guardian Life Insurance Company 



of America (Guardian), for example, began a community college 
curriculum called Money Management lor Life in 2013. The 
program gives community college students the tools they need 
to manage their personal finances throughout various stages 
of their lives. The three credit course covers topics such as 
budgeting, expenses, managing student loan debt, and saving 
and investing for retirement. Guardian executives regularly 
contribute as guest speakers throughout the course, which 
is taught by community college faculty. The course has been 
rolled out to six community colleges in Connecticut, Massa- 
chusetts, and Pennsylvania and will expand to two additional 
colleges in New York and Wisconsin this fall. 

The belief that the private sector has a role to play In the 
financial education of tod ay's youth is one that has gained 
significant tracbon in recent years, says Ted Beck, president 
and CEO of the National Endowment for Financial Education 
In Denver. And he adds that like employee wellness initiatives, 
financial literacy programs are designed to prevent problems 
before they occur. 

''Companies want to be able to hire informed, educated 
employees who are focused on doing their job, not stressed 
about money," he says. “An investment in financial literacy at 
the college level is an inexpensive way of helping to put into 
place good money habits that people can then 
carry throughout their lives and careers," • 
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Fortune’s 



Most Powerful Women 







International 



Ten newcomers. Lots of fortysomethings. 

Our rankings of the Most Powerful Women 
in the Asia-Pacific region, Europe, the Middle 
East, and Africa show that progress is real. 



CHANGE IS GOOD— particularly when it comes to Fortunes 
rankings of the Most Powerful Women outside the U.S. For the 
second straight year, we rank women in the two parts of the 
world where women are advancing the most: Europe, the Middle East, and Africa (EMEA), and 
the Asia-Pacific region. (We didn’t include women from less represented areas, such as South 
America, this year.) In Asia-Pacific, 11 of our top 25 hail from mainland China— although the 
top spot goes to India’s Chanda Kochhar, who heads the $103-billion-in-assets ICICI Bank. In 
EMEA, while Banco Santander chairman Ana Botin repeats as the No. 1 MPW, this year’s list 
includes six brand-new names. This may be a sign that moves by several European countries to 
apply quotas to boards are paying dividends in the corner office. —Jennifer Reingold 



By Rupali Arora, Erika Fry, and Claire Groden 
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ASIA-PACIFIC 




Six different 
countries are 
represented 
this year— but 
mainland 
China takes 
the lion’s 
share, with 11 
spots on our 
2015 list, up 
from 10 last 
year. Another 
big change: 
More and 
more of our 
MPWs are 
self-made 
business- 
women with 
no political 
connections 
or ties. 



01 CHANDA KOCHHAR 

53, CEO and Managing 
Director, ICICI Bank 
India 
55 2 



02 ARUNDHATI 
BHAnACHARYA 

59, Chairperson, 
State Bank of India 
India 
55 q 



03 CHUASOCKKOONG 

57, Group CEO, 
Singapore 

Telecommunications 

Singapore 

— 3 



04 DONGMINGZHU 

61, Chairperson and 
President, Gree Electric 
Appliances / China 
55 8 

05 NISHIVASUDEVA 

59, Chairman and 
Managing Director, 
Hindustan Petroleum 
India 
— 5 



OG LI DANG 

58, President and 
Director, China General 
Technology / China 
— 6 



07 WANGFENGYING 

^5, CEO and Executive 
Director, Great Wall 
Motor / China 
55 9 



08 ROSE LEE WAIMUN 

62, CEO and Vice 
Chairman, Hang Seng 
Bank / China 
[Hong Kong] 



09 SHIKHASHARMA 

56, CEO and Managing 
Director, Axis Bank 
India 
>5 ID 



10 HOCHING 

62, CEO and Execu- 
tive Director, Temasek 
Singapore 

^ 1 

11 LUCY PENG 

^2, CEO, Ant Financial 
and Chief People 
Officer, Alibaba 
China 
— 11 



12 KWDNSEDN-JGD 

58, CEO and Chair- 
man, Industrial Bank 
of Korea 
South Korea 
55 15 



13 WUYAJUN 

51, Chairman, Longfor 
Properties / China 
55 16 



14 CHER WANG 

56, CEO and 
Chairwoman, HTC 
Taiwan 
55 2 ^ 



15 MAGGIEWU 

!\1, CFO, Alibaba 
China 
^ 12 



1G HYUNJEDNG-EUN 

60, Chairwoman, 
Hyundai Group 
South Korea 
^ m 



17 WEI SUN 
CHRISTIANSDN 

59, Co-CEO, Asia- 
Pacific, CEO, China, 
Morgan Stanley / China 
18 



18 ZHGUQUNFEI 

i|5, CEO, Lens 
Technology / China 

19 RACHEL DUAN 

^5, SVP, General Electric, 
President and CEO, GE 
Greater China / China 
35 2D 



20 LEE BOD-JIN 

President and CEO, 
Hotel Shilla, Adviser, 
Samsung C&T Trading 
and Investment Group 
South Korea 



21 SUNYAFANG 

59, Chairwoman, 
Huawei Technologies 
China 
ifl 13 



22 ALISON WATKINS 

52, Group Managing 
Director, Coca-Cola 
Amatil Australia 
ia 21 



23 SHEILA PATEL 

^6, CEO of Interna- 
tional Goldman Sachs 
Asset Management, 
Goldman Sachs 
Singapore 



24 MARJORIEYANG 

63, Chairman, 

Esguel / China [H.K.] 
35 RETURN 



25 ZHANG XIN 

50, CEO, Soho China 
China 

id 17 
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More than 
half the mem- 
bers of our 
EMEA list are 
heads of major 
companies, 
six are new- 
comers, and 
10 are located 
I in the U.K. 

3 One surprise: 

^ Nine of our 
^ MPWs- 
1 including 
% t No. 1 Ana Botin 

I ^ of Banco 

I I Santander- 
work in 
finance, a sec- 
tor known for 
its dearth of 
women. 



01 ANABOTfN 

5^, Chairmaa Banco 
Santander / Spain 

— 1 



02 ALISON COOPER 

^9, CEO, Imperial 
Tobacco / U.K. 

— 2 



03 ANNIKA 

FALKENGREN 

53, President and CEO, 
SEB / Sweden 
53 ^ 

04 GULER SABANCI 

60, Chairman and 
Managing Direc- 
tor, Sabanci Holding 
Turkey 
3 



05 ORNELLA BARRA 

61, President and CEO 
of Global Wholesale 
and International 
Retail, EVP, Walgreens 
Boots Alliance / U.K. 

53 8 



06 PATRICIA BARBIZET 

60, CEO, Croupe 
Artemis; CEO and 
Chairman, Christie's 
International / France 
53 9 



07 CAROLYN MCCALL 

53, CEO, EasyJet 

U.K. 

id 5 

08 VERONIQUELAURY 

50, CEO, Kingfisher 
U.K. 

09 MOYA GREENE 

61, CEO, Royal Mail 
U.K. 

id 6 

10 DOMINIQUE 
SENEQUIER 

62, President, Ardian 
France 

53 12 



11 MARIA RAMOS 

56, Group CEO, 
Barclays Africa 
South Africa 
id 10 



12 DOMINIQUE LEROY 

50, CEO, Proximus 
Belgium 
id 7 



13 NANCY MCKINSTRY 

56, Chairman and CEO, 
Welters Kluwer 
Netherlands 

id 11 



14 SHELLEY BROADER 

51, CEO and Presi- 
dent, EMEA, Walmart 
Canada* 

■:i*vi 

15 SERPILTIMURAY 

^6, Regional CEO, 
AMAP, Vodafone /U.K. 
— 15 



16 LUBNAOLAYAN 

60, Deputy 

Chairperson and CEO, 
Olayan Financing 
Saudi Arabia 
— 16 



17 ELIZABETH CORLEY 

58, Global CEO, Allianz 
Global Investors / U.K. 
— 17 

18 ISABELLE EALET 

52, Global Co-Head 
of Securities, Goldman 
Sachs /U.K. 

53 



19 ISABELLE KOCHER 

^8, Deputy CEO and 
COO, Engle / France 



* BROADER IS 
BASED IN CANADA 
OUTRUNS 

EMEA FOR WALMART 



20 PASCALEWITZ 

^8, Executive Vice 
President, Global 
Divisions and Strategic 
Development, Sanofi 
France 
id 18 

21 MARGARITA 

LOUIS-DREYFUS 

53, Chairperson of 
Supervisory Board, 
Louis Dreyfus Holding 
Switzerland 
5!l 23 



22 MARINA 
BERLUSCONI 

^9, Executive Chair- 
man, Fininvest Group; 
Chairman, Mondadori 
Group / Italy 
53 RETURN 



23 RAKEFET 
RUSSAK-AMINOACH 

^9, CEO and President, 
Leumi Group / Israel 



24 EMMAWALMSLEY 

^6, CEO, GSK Con- 
sumer Healthcare, GSK 
U.K. 



25 ANN CAIRNS 

58, President, 
International Markets, 
MasterCard / U.K. 
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INTERNATIONAL 



Integrating 
a Country, 
One Job 
at a Time 



In Saudi Arabia, where separation of the 
sexes has deep cultural roots, there was 
no playbook for bringing women into the 
workforce— until Lubna Olayan and her 
family’s business started writing one. 

How a quiet but influential CEO wound up 
on the leading edge of a major economic 
shift in the Middle East. 



LUBNA DLAYAN 

CEO AND DEPUTY CHAIRPERSON / DLAYAN 
By Erika Fry FINANCING CD. (DEC) 




EMEA 

MPW 

RANK 



IN 1983, LUBNA OLAYAN became the first woman to 
work for her father’s business— Olayan Financing Co. 
(OFC), a sprawling multinational conglomerate based 
in Saudi Arabia. 

It would be 18 years before she got her first female 
colleague. 

By then Olayan was running the company, and she’d 
had time to consider her singularity. “I was privileged to 
be a woman CEO of a large family business,” she says. “I 
recognized there is something wrong with this— I can’t 
be the only woman.” 

With her family’s support, Olayan began a quiet, 
measured effort to expand the ranks— consulting col- 
leagues and embarking on at least one stealth persua- 
sion campaign to win over an especially resistant OFC 
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partner. After months of earefnl planning, woman 
No. 2 was finally brought onboard. 

That the arrival took so long refieets the diffi- 
eulty of making ehanges in a profoundly eonserva- 
tive eountry where tradition had long kept women 
out of the workforee almost entirely. But the faet 
that OFC now employs some 400 Saudi women— 
ineluding 56 who bustle alongside Olayan and 
their male eolleagues in the Riyadh head offiee— 
shows how far the eompany and Saudi soeiety have 
eome sinee then in bringing women greater eeo- 
nomie power. 

Gradual though it is— those 400 women ae- 
eount for just a bit over 3% of Olayan’s 12,000 
Saudi-based employees— OFC’s integration is a 
testament to the persistenee and taetieal savvy that 
have earned Olayan respeet as a business leader in 
the Middle East and beyond. A Davos regular, she’s 
a eorporate board fixture and perennial member 
of Fortune’s international Most Powerful Women 
list. She has steered her 30-eompany eonglom- 
erate through a period of signifieant expansion; 
headeount has almost quadrupled sinee 2001. 



ASADULLAH GENERAL MANAGER / COCA-COLA 

SHERAZEE BOTTLING CO. OF SAUDI ARABIA 

SAUDI WOMEN “ARE VERY PRODUCTIVE, VERY CONSCIEN- 
TIOUS, AND VERY MUCH ON TIME. I THINK IT HAS OEEN A 
VERYSUCCESSFULENDEAVOR.WE’RE LOOKING FOR MORE.” 



(Outside estimates put Olayan Group’s annual 
revenue at upwards of $7 billion; the eompany de- 
elined to diseuss its finanees.) And while Olayan 
takes no eredit for it, her drive for diversity has put 
OFC at the leading edge of a historie shift that has 
brought hundreds of thousands of Saudi women 
into private-seetor jobs over the past five years. 
OFC’s share of that total is modest, but the example 
Olayan sets as a rare female business leader in the 
region has had a profound infiuenee. 

Olayan, a matter-of-faet 60-year-old who shuns 
publieity, would be the last to label herself a pio- 
neer. Her efforts are grounded in pragmatie beliefs: 
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that meritoeraeies are better for business and that 
letting talented women find employment is better 
for the eeonomy. “I’m all for diversity— but diversity 
for deserving people,” she says. Even as she helps 
guide Saudi women into roles they’ve never held 
before, from faetory work to sales and manage- 
ment, she’s eareful to respeet Saudi Arabia’s deeply 
religious eulture and traditions. Tom Linebarger, 
CEO of Cummins, one of OFC’s longest-standing 
international partners, has worked with Olayan 
to hire Saudi women into engineering jobs. “She 
makes a eonstant push toward modernization and 
empowerment of women— from inside the system,” 
he says. “She is one of the most eourageous people 
I’ve ever met.” 

WHEN OLAYAN FIRST sought to integrate OFC in 
2001, there was no playbook for a eompany like 
hers to hire women— and plenty of obstaeles to 
doing so, sinee labor law and soeial eustoms left 
a lot of room for interpretation and eonfusion. 
In deeply eonservative Saudi Arabia, women are 
expeeted to be eovered in an abaya (a long robe) 
and a head searf in publie, and they don’t tradi- 
tionally mix with men they aren’t related to. Cul- 
tural norms like these had largely limited female 
employment to the few industries that were elearly 
open to women: health eare, edueation, and bank- 
ing, all industries in whieh they theoretieally 
would interaet only with one another. 

OFC’s aetivities didn’t fall into sueh neat buek- 
ets. It’s a sprawling holding eompany, whose ae- 
tivities run the gamut from investing and real 
estate to the manufaeture and distribution of 
foreign-brand eola, eookies, eomputers, and 
heavy equipment. (It ineludes wholly owned 
businesses and joint ventures: Nabiseo, Xerox, 
Colgate Palmolive, and Burger King are among 
OFC’s Western partners.) None of its eompanies 
was equipped to provide the required degree of 
segregation: Women would need their own rest- 
rooms, eanteens, prayer rooms, and workspaees, 
not to mention transport to and from the job, sinee 
Saudi women aren’t allowed to drive. 

With so many faetors to weigh, the hire Olayan 
truly needed was a woman who eould hire more 
women. Ultimately she ehose Hana AlSyead, a 
eomputer seientist and systems engineer who 
trained in Boston and rose through the ranks in 
the (relatively eoed) Saudi subsidiary of Citibank. 
AlSyead embraeed the ehallenge, and within a year 



OFC had 21 female employees. Most of them were 
disadvantaged women whom OFC hired to sew 
surgieal gowns at Enayah (its joint venture with 
Kimberly-Clark and another Saudi firm). These 
seamstresses made history: They were Saudi Ara- 
bia’s first female faetory workers. 

Sinee then a transformation has swept through 
the kingdom: In shops, offiees, kitehens, and man- 
ufaeturing plants, women in Saudi Arabia have 
flooded into private-seetor work, their numbers 
rising from 23,000 in 2004 to 48,000 in 2009 to 
over 400,000 in 2014, aeeording to Saudi govern- 
ment statisties. The growth has been driven by 
mass edueation (women dominate the kingdom’s 
ranks of university graduates), eeonomie neeessity, 
and gentle nudges from the government. 

Still, overall only 19% of Saudi women work, 
aeeording to the World Eeonomie Forum. Many of 
the jobs reeently opened to women are ones that 
bafflingly didn’t belong to them to begin with— like 
tending the kingdom’s lingerie shops. Numerous 
professional roles, ineluding a majority of those 
at OFC, remain largely unavailable to women (or 
“ladies,” as managers at OFC often eall them) be- 
eause the jobs demand driving, heavy lifting, or 
frequent publie interaetions with males. Aeeord- 
ing to the WEF’s most reeent Global Gender Gap 
report on eeonomie opportunity for women, Saudi 
Arabia ranks 137th of 142 eountries— despite all 
that reeent progress. 

TO UNDERSTAND how Olayau rose to power in sueh 
an environment, it helps to know the story of her 
father and mentor, Suliman. Born in a small Saudi 
trading town, Suliman learned English, whieh 
proved indispensable when Western firms arrived 
to tap the region’s oil riehes. He spent some sue- 
eessful years at oil giant Arameo before realizing 
he eould do even better business by providing sueh 
firms with equipment and provisions. In 1947 he 
founded the eompany that beeame the Olayan 
Group, whieh gained a reputation as a favored 
“loeal partner”— a requirement at the time for all 
foreign eompanies. 

Lubna grew up in eosmopolitan Beirut, the 
youngest of four siblings, three of them girls. Su- 
liman was a stern but invested father who elosely 
traeked his daughters’ aeademie performanee and 
imparted lessons of finaneial management. Lubna 
spent nine years in the U.S., a period to whieh she 
eredits her freethinking ways. She studied at Cor- 




nell University and then at Indi- 
ana University, where, alongside 
her sister Hutham, she earned an 
MBA. (Hutham is now CEO and 
president of Olayan Group’s U.S.- 
based investment arm.) 

Lubna went on to work for J.P. 

Morgan and met her husband, 

John Xefos, a lawyer, before 
moving to Riyadh in 1983 to eon- 
tinue her banking eareer. Suliman was living there 
by then as well, and he happened to need an ex- 
eeutive assistant. The two worked elosely together 
for almost two deeades; in 1986 she was named 
CEO of OFC, whieh was then Olayan Group’s in- 
dustrial holding eompany; her responsibilities ex- 
panded in 1999 when the eompany merged with 
the group’s Middle East eonsumer arm. (Suliman 
died in 2002.) 

As an exeeutive, Olayan has made her gender al- 
most a seeond thought among her peers. “Even my 
most ehauvinist of Saudi friends and elients have 
great admiration for the way that she manages her 
eompanies,” says Bernd van Linder, CEO of Saudi 
Hollandi Bank, the first Saudi-listed eompany to 
inelude a woman on its board. (That woman is 
Olayan.) “She is respeeted as a person rather than 
as the first Saudi woman to do this or that.” 

Olayan dislikes being the eenter of attention. It’s 
telling that in OFC’s 150-page networking direetory, 
in whieh a page with a photo and biography is devoted 
to eaeh manager, Olayan’s entry falls in the middle 
of the book, per alphabetieal order, on page 80. 

It was also telling that when I traveled to Saudi 



K Olayan speaking during 
this year’s Egypt Economic 
Development Conference. Her 
arguments for encouraging women 
to work are based in pragmatism: 
letting talented women find employ- 
ment is better for the economy. “I’m 
all for diversity— but diversity for 
deserving people.” 
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WOMEN AT WORK FOR OLAYAN 



Until 2001, Lubna Olayan was the only woman work- 
ing for the OFC conglomerate. Today there are more 
than 400, at 28 of its 30 companies, including these: 



ENAYAH (joint 
venture with 
Kimberly-Clark) 

In 2002 this medi- 
cal supplier hired 
18 seamstresses 
to sew surgical 
gowns; they were 
Saudi Arabia’s 
first female factory 
workers. There are 
now about 100 at 
the company. 



SAUDI XEROX 
AGENCIES 

In 2014, Saudi 
Xerox won OFC’s 
Diversity Index 
award; among its 
40 female employ- 
ees is a marketing 
executive. 



COCA-COLA 
BOTTLING 
CO. OF SAUDI 
ARABIA 

Three years ago 
this affiliate had no 
female employ- 
ees; now they 
work in IT, finance, 
accounting, and 
legal, among other 
departments. 



NABISCO 

ARABIA 

The Middle East’s 
primary supplier of 
Ritz crackers and 
Oreos launched a 
woman-only pro- 
duction line in 2013; 
it aiso empioys two 
female machine 
operators. 



Arabia in late July to interview her, Olayan was 
not there. (She had traveled abroad to attend 
the birth of her first grandchild, a hitch in plan- 
ning that she apologized for repeatedly.) We ulti- 
mately connected via videoconference— a screen 
and thousands of miles between us. That we 
were having a meeting at all, she joked, was my 
good fortune for having contacted her while her 
longtime colleague Serene (“She says no to every- 
thing”) was on vacation. 

When Olayan discusses gender issues in her 
own career, she focuses on the light and superficial. 
Hardship? There were the visits to the company’s 
factories, which had no women’s bathrooms. Not 
being allowed to drive or mix in public with men? 
That may have been a blessing, especially for a work- 
ing mother with three daughters: “Everyone had to 
come to me. Time was my most important asset.” 
Asked whether she felt respected as a female 
leader, she seems taken aback. “Respected? In 
Saudi society, women are extremely respected. I 
never had an issue with that at all.” She really didn’t 
think in gendered terms, she says; she was “more 
concerned about being the daughter of the founder 
and therefore needing to perform better than oth- 
ers so as not to give the impression of nepotism.” 
Still, Olayan has a complicated relationship with 
her home country. In 2004 she became the first 
woman to give the keynote address at the Jeddah 
Economic Forum, a high-profile Saudi conference 
that drew luminaries like former President Bill Clin- 
ton and Turkish Prime Minister Recep Tayyip Er- 
dogan that year. To a gender-segregated audience, 
Olayan delivered “A Saudi Vision for Growth”— a 
15-minute speech calling for a prosperous, diversi- 
fied economy that included “more jobs and career 
opportunities for women.” Yet her message was 
quickly overshadowed: Her head scarf had slipped 
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slightly during her speech— a cultural affront, how- 
ever inadvertent, that riled the country’s conserva- 
tive elements and dominated national headlines for 
days. Olayan looks back on the event with disgust 
and a sense of loss. “I was so proud of that speech,” 
she says, noting that it still holds up. 

Today Olayan lives in that world— but also apart 
from it— in Al-Bustan Village, a gated compound 
on the outskirts of Riyadh that OFC built to be a 
premier oasis for Western expats. (Such compounds 
are common in the kingdom.) Here, women can 
swim outdoors, exercise in coed workout facilities, 
and walk around the sprawling campus without 
an abaya. Olayan, who is waiting for her home in 
Riyadh to be refurbished, temporarily resides in 
one of the community’s 608 villas and is often seen 
biking around its campus. As we drove up, my OFC 
host explained, “Beyond this gate, it’s like you’re in 
another country.” 

THIRTY-FIVE MINUTES away in central Riyadh is 
OFC’s headquarters, a discreet multistory structure 
with minimal signage. Today it teems with more 
than 300 head-office employees whose diversity is 
staggering by any standard, a mix of men, women, 
Saudis, and foreign nationals representing 23 dif- 
ferent countries. Men and women participate in 
meetings together; some women work in their 
abayas and head scarves, others in conservative 
Western dress. English is the working language, 
and employees of all ranks are addressed by their 
initials, a time-saving practice that dates back to the 
firm’s early days. Olayan is known as LSO. 

By all accounts Olayan is a caring but demand- 
ing boss. She wakes early, travels often, and likes to 
sleep on decisions, which she makes by consulting 
as many people as possible— she talks with some of 
her managers several times a day. That she is ency- 
clopedic in her knowledge of OFC’s manifold hold- 
ings and extremely detail-oriented is both dazzling 
and wearying to employees. (She even had a hand 
in choosing the pool furniture at Al-Bustan.) 

Those qualities also show up in her considerable 
board and philanthropic work. Rafeal Reif, the 
president of MIT, sits on the Schlumberger board 
with Olayan and marvels at her mastery of indi- 
viduals and personalities alongside the big geopo- 
litical picture. That mental nimbleness is “an asset 
and a gift that few people have,” says Reif. “Lubna 
reminds me of nobody.” 

Reif also remarks on Olayan’s ability to lead 



quietly— to direct and drive the conversation not 
by dominating it, but by chiming in with impor- 
tant ideas. That distinction seems particularly im- 
portant to Olayan. When asked about her relation- 
ship with power, she says the term has a negative 
connotation for her— she prefers “influence,” which 
she describes as more important than power and 
as a sort of currency earned. “The more challenges 
you face in life, the more of life you experience— 
this lived experience gives one the ‘influence’ to 
impact others’ lives,” she says. 

Plenty of challenges loom for OFC. Foreign 
companies can now operate independently in the 
kingdom without a Saudi partner. And a booming 
economy— between 2010 and 2014, Saudi Arabia’s 
non-oil sectors grew at an average annual rate of 
7.2%— with a rich and relatively young population 
has made the country a magnet for Western Arms 
facing slow growth at home. All this means the en- 
vironment has grown far more competitive for OFC. 

The company also faces workforce changes that 
go beyond gender diversity. For years, Saudi Arms 
like OFC imported most of their talent; roughly 
85% of the kingdom’s private workforce is foreign, 
while many Saudis remain unemployed. The gov- 
ernment wants to reverse the situation through 
“Saudization,” which requires companies to meet 
quotas in local hiring. Though OFC exceeds its 
quota, managers at the Arm consider it to be their 
greatest challenge: For many jobs, hiring Saudis— 
who often require training and who by law are 
paid considerably more than expats— is expensive. 

BY 2011, OFC HAD INTRODUCED female workers into 
its consumer-goods businesses, food service, pack- 
aging and distribution, even construction. Still, 
total female headcount hovered around just 1% of 
OFC’s workforce. Eager to make faster progress, 
Olayan launched the Olayan Women Network, an 
internal group designed to “keep an eye on all issues 
females were facing” and help nurture their careers. 
She eventually set a new target: Olayan wanted 
1,000 women employees by 2016, in all 30 of OFC’s 
companies, at all levels of the organization. 

This was not universally welcome news. Asa- 
dullah Sherazee, the general manager of OFC’s 
Coca-Cola Bottling Co. of Saudi Arabia, recalls that 
when Olayan approached him about hiring female 
employees— “Coke says the workforce should be 
40% women. You’re at zero,” she told him— he had 
all the typical concerns: the cost of women-only 



spaces, fears about legality, how they’d lit in. 

But orders were orders. Sherazee, a Canadian of 
Pakistani origin, worked with his staff to set up the 
accommodations that have been installed across 
other OFC companies— the female prayer room, and 
the partitions in offices and on factory floors to give 
women privacy in line with labor regulations. Three 
years later his business has 30 female employees, in- 
cluding 18 who work on an all-female bottling line, 
many in burkas. He’s tickled with the results, which 
he tells me about over mid-morning Cokes with his 
female HR manager, Ghadah AlSous. He now sees 
a strong business case for hiring women: “They are 
very productive, very conscientious, and very much 
on time . . . We’re looking for more.” 

Genuine delight and surprise about what Saudi 
female employees could do was a reaction I en- 
countered more than once at OFC. “We’re living a 
social experiment,” says Khalid Alkhudair, CEO of 
Glowork, a female recruiting company in the king- 
dom that has helped place 26,000 Saudi women in 
jobs since 2011. AlSyead says that issues arise only 
occasionally: Once, for example, a male job appli- 
cant walked the other way when he encountered 
one of OFC’s female HR recruiters. She also says 
that Saudi managers are often more comfortable 
dealing with female talent than are expats, who 
tend to fear violating cultural norms. 

There are now women at all but two of the 
conglomerate’s companies. Though AlSyead says 
reaching Olayan’s 1,000-woman goal in 2016 is 
statistically impossible, she touts the company’s 
milestones: It has hired the first-ever female worker 
in the Saudi city of Yanbu, for example. And she’s es- 
pecially proud of having placed a Saudi woman in a 
sales role for a distributor of Scania— a company that 
makes long-haul trucks. She’s now focused on keep- 
ing OFC’s female talent— many Arms try to poach, 
she says— and helping them develop their skills. 

Olayan too remains very involved, regularly ask- 
ing about her female employees’ concerns and chal- 
lenges and inviting candid feedback. AlSyead tells a 
story about a time when Olayan got input of a less 
amenable kind, when a handful of ladies requested 
more vacation and reduced working hours. When 
Olayan asked them about their goals, they assured 
her they were ambitious: They wanted to be man- 
agers and executives. Olayan was bemused, but also 
a bit exasperated, and Anally asked her colleagues, 
“Well, with all those vacation days, how do you ex- 
pect to get there?” fl 
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The Tao 
of Rose 



Patagonia CEO Rose Marcario is 
leading the rebellious outdoor- 
clothing maker into a new era of 
growth while pushing it to be even 
more radical in its approach to 
planet-friendly business practices. 

By Ryan Bradley 
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ROSEMARCARID 



Rose Marcario is 
recalling the year that 
she left her old life 
behind. “So it was, you 
know, an Eat, Pray, Love 
moment — without the 
eating and the love,” 
she says. 
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Then she laughs, not so mueh at the joke but at her- 
self and that period of her life— the weeks she spent 
meditating alone in Rishikesh, India, the temple 
town along the banks of the Ganges that the Bea- 
tles onee visited and made famous. Mareario, 50, is 
telling the story of how she ended up at Patagonia, 
where she’s now CEO. It’s a roundabout tale that 
begins with her burning out on a private equity job 
in 2006 and ends with her here at Patagonia’s head- 
quarters in Ventura, Calif., north of L.A., leading 
the ieonie outdoor elothing and equipment maker 
through the most profitable and expansive era in its 
history. Sitting in a small eonferenee room near her 
desk— she has no offiee— and easually dressed in a 
Patagonia dovm vest with prayer beads on her wrist, 
she eouldn’t seem more at peaee with her journey. 

But baek to the burnout and to India. It’s key to 
understanding Mareario’s nature and how she ap- 
proaehes the problem of running a eompany that 
sells outdoor apparel, sure, but would also like to 
help out with the minor task of saving the world. 

By the time she bolted to Rishikesh, Mareario 
had been a praetieing Buddhist for 20 years. She 
grew up among Italian Catholies on Staten Island 
and then, after her parents divoreed, in Southern 
California. Her manner of speeeh and general de- 

FORTUNE.COM 



meaner are a mix of these different worlds: a laid- 
baek SoCal lilt bundled into direet, no-nonsense 
sentenees. With the praetiee of Buddhism, she 
says, “comes looking really deeply at things, look- 
ing beyond just your generation, looking at how 
your actions impact broader groups of people.” 

This way of thinking did not match up with the 
short-term focus of her daily grind. 

Before joining private equity firm Capital Advi- 
sors as an executive vice president, she had worked 
at a couple of tech companies— including as CFO 
of General Magic, a spin-off from Apple that closed 
in 2002— and in all of those positions her job was 
to obsess over quarterly results, meeting demands 
of investors. It all seemed, to her, to fuel a level of 
greed and poor decision-making that was not just 
unethical but also bad for people and the planet. 

As Marcario became more successful, she says, 

“I felt myself more and more divided from my val- 
ues.” She was learning more about herself through 
her study of Buddhism. “I felt like. Wow, I’m trans- 
forming as a person, but my work isn’t reflecting 
that,”’ she says. So she quit, went to the banks of the 
Ganges, meditated, and pondered what to do with 
her life. After some time in India and Nepal, she 
flew back to Los Angeles, not sure what was next. | 

A friend mentioned that Patagonia was looking s 
for a CFO. By now it was 2008. Marcario was skep- « 

tical at first. Wouldn’t jumping back into the same g 

« 

role at a different company really just be more of the S 




As part of its 
Worn Wear 
program, Pata- 
gonia employs 
45 full-time repair 
teohnioians in 
Reno and sends 
a biodiesel-fueled 
repair truok (far left) 
around the oountry. 
The oompany’s 
Blank Friday ad in 
2012 explained the 
environmental oost 
of produoing one 
of its fleeoes and 
urged shoppers to 
think twioe before 
purchasing. 
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same? People around her whom she trusted told her 
that Patagonia was different. But how eould she be 
sure? Then Yvon Chouinard ealled her up. 

Chouinard deseribes himself as a “dirtbag at 
heart”— by whieh he means that he’s a millionaire 
for whom material things hold little appeal. He 
founded Patagonia in 1970 as an extension of his 
business forging pitons and other roek-elimbing 
tools. Chouinard never took Patagonia publie, and 
his ieonoelastie ways have spawned a kind of eult 
around him and his business— a eompany that 
tells its eustomers not to buy what it’s selling and 
ends up more in demand as a result. 

He mentions his dirtbaggery by way of explana- 
tion: It’s a big reason he thinks that Mareario was 
intrigued enough to eome onboard. “We have kind 
of a gonzo eompany” he says by phone from Wyo- 
ming, where he spends most of the summer fly- 
fishing. “I eome up with erazy ideas. I have these 
eeo things that people think I’m nuts to want to do, 
and she’s right there on it, into it.” Chouinard, 76, 
still eomes into work when he’s in town, and his 
beat-up wooden desk is aeross a small room from 
Mareario’s. It’s notieeable beeause it has no eom- 
puter, only a Reagan-era landline phone. 

Mareario says that from her initial eonversation 
with Chouinard she was awed both by his eommit- 
ment to his eauses and trueness to himself and by 
how that was refleeted in his eompany. This was 
something she aspired to— was in faet searehing for. 



He is, she says, someone who “has exemplified liv- 
ing the examined life.” Chouinard, for his part, says 
Mareario is the best leader his eompany has ever 
seen— ineluding himself and the seven CEOs who 
followed him before her. 

When Mareario arrived as CFO in June 2008, 
she launehed a rigorous review of Patagonia’s supply 
ehains— looking for ways to streamline produetion 
and save eosts by identifying waste, both finaneial 
and environmental. Instead of shipping items in a 
bull^ box, for instanee, Patagonia switehed to mail- 
ing stuff in reeyelable bags. She also pushed the 
eompany to eut baek on its expanding seleetion of 
leisure wear and return the foeus to its eore outdoor 
produets. (It was deeided that men’s eapri pants, for 
example, were a mistake.) And she devoted a lot of 
resourees to improving the eompany’s e-eommeree 
eapabilities. Patagonia had historieally grown sales 
earefully and methodieally. The eompany owns only 
32 stores in North Ameriea and 36 more worldwide. 
(The rest of its retail sales eome from its many part- 
nerships with other retailers). But sinee Mareario’s 
arrival e-eommeree sales have sl^oeketed— though 
the eompany, whieh remains elosely held, deelines to 
diselose detailed figures. 

It quiekly beeame elear to Chouinard— who with 




“ROSE 
UNDERSTANDS 
BUSINESS BETTER 
THAN I EVER DID, 
AND SHE 
UNDERSTANDS 
THE NEED FOR 
REVOLUTION. 
SHE’S THE ONE 
WHO’S GOING TO 
LEAD US THERE.” 



YVON 

CHOUINARD 

FOUNDER 

PATAGONIA 
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BUILDING A “BCORP” NETWORK 



In 2011, Patagonia restructured, altered its bylaws, 
and went through a rigorous “impact assessment” to re- 
incorporate as a benefit corporation, or B Corp. Though 
there is no tax advantage to the status, the designation 
codified and made even more rigorous and transparent 
the company’s efforts to be environmentally 
friendly. Being part of the B Corp network, 
now more than 1 ,300 companies world- 
wide, is perhaps the greatest asset. B Corp 
companies share information and resources 
and strive for goals beyond maximizing 
shareholder profit. Patagonia CEO Rose 
Marcario has championed this network, 
offering guidance to companies making the 
move. Here are a handful of the B Corp busi- 
nesses that Patagonia has helped foster. 



Warby Parker 

New York eyewear 
company’s glasses 
are carbon-neutral, 
and for every pair 
sold it donates Ben & Jerry’s 
another. Vermont ice cream 

maker, owned by 
Unilever, uses 
locally sourced dairy 
and cage-free eggs. 



Method 

San Francisco 
cleaning-product 
maker focuses on 
a “cradle to cradle” 
approach. 



New Belgium 

Colorado 
brewery recycles 
or composts nearly 
all its solid waste 
from brewing. 



Klean Kanteen 

California reusable- 
bottle maker uses 
100% renewable 
energy and 75% 
recycled material. 



Her approach represents 
a middle way in which busi- 
ness success doesn’t mean 
ignoring your community 
or leaving the planet worse 
off than you found it. “Rose 
is really a whole person, a 
well-integrated person,” says 
Etsy’s Chad Dickerson, a fel- 
low socially conscious CEO 
(and fellow adoptive par- 
ent). She’s “not just a busi- 
ness person— she brings a 
full perspective.” Chouinard 
praises her in more radical 
terms: “She understands the 
need for revolution.” 

THE REVOLUTION BEGINS, OU 
this morning, with a meet- 
ing of the Footprint Council. 
This group of 10 Patagonia 
leaders gathers once a month 
to scrutinize the company’s 
“scale of operations”— which 
has doubled under Marcario. 
One striking fact: seven of the 
10 executives in attendance 
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his family ovms 100% of Patagonia— that he had 
found someone special in Marcario. She moved into 
the job of COO and then, in 2013, succeeded Casey 
Sheahan as CEO. She has continued to deliver re- 
sults. Patagonia is on track to have the most profit- 
able year in its history in 2015, according to the com- 
pany, with expected sales reaching $750 million. All 
told, the compound annual growth rate since the 
year after Marcario joined as CFO has been 14%, 
and profits have more than tripled since her arrival. 

If Patagonia were a larger company, Marcario’s 
track record would surely merit a spot as one of the 
Most Powerful Women in Business ranked in this 
issue. The executives on our list typically run op- 
erations with billions in sales. But Marcario earns 
recognition for both her success and the outsize in- 
fluence the Patagonia brand holds in the business 
world— as well as her role in extending that sway. 

FEEDBACK letter s@fortune.eom 



are women. Indeed, Patago- 
nia employs nearly as many women (755) as men 
(760) and is close to parity at the top. It also has 
some of the most forward-thinking child-care bene- 
fits around, including an award-winning on-site day 
care and preschool that opened in 1984. 

The Footprint Council is the company’s vehicle 
for staying on top of the rigorous sustainability goals 
it has set for itself Four years ago Patagonia formal- 
ized its commitment to sustainable practices by be- 
coming a B Corp— meaning that it is certified by a 
nonprofit called B Lab as a company committed to 
socially and environmentally responsible practices. 
What Fair Trade status is to coffee, B Corp certifica- 
tion is to enlightened companies. 

Marcario keeps the council meeting moving at a 
steady clip. They look at the proposal for a study- 
commissioned by the council— to be conducted by 
UC-Santa Barbara graduate students about the 
possible effects of microplastics from Patagonia’s 
recycled polyester materials entering the water sup- 
ply after washing. Marcario asks about microfibers, 
which come from recycled poly, and how they fit 
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Investing in a variable annuity involves risk of loss— investment returns, contract value, and for variable income annuities, payment amounts 
are not guaranteed and will fluctuate. A contract’s financial guarantees are solely the responsibility of and are subject to the claims-paying 
ability of the issuing insurance company. 

Before investing, consider the investment objectives, risks, charges, and expenses of the annuity and its investment options. Call or write to 
Fidelity or visit Fidelity.com for a free prospectus or, if available, summary prospectus containing this information. Read it carefully. 

Fixed income annuities available at Fidelity are issued by third-party insurance companies, which are not affiliated with any Fidelity Investments 
company. These products are distributed by Fidelity Insurance Agency, Inc. 

Keep in mind that investing involves risk. The value of your investment will fluctuate over time and you may gain or lose money. 

Fidelity Brokerage Services LLC, Member NYSE, SIPC. © 2015 FMR LLC. All rights reserved. 712138.3.0 
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THE GOOD AND BAD OFBEINGABCORP 



Pros: 


Do good, get good 
publicity. “It’s a 
certified opportunity 
to lead loudly, to be a 
part of best prac- 
tices,” said Andrew 
Kassoy, B Lab 
co-founder. 


A chance to seta 
high bar. All pros- 
pects are self-tested 
and scored. If you 
don’t qualify, the 
process can give you 
a sense of which gaps 
you need to plug. 


Broadening your 
mission. B Corps 
must adopt govern- 
ing documents that 
take into account all 
stakeholders-includ- 
ing customers— not 
just shareholders. 


Cons: 


Lack of oversight. 

Only 10% of ap- 
plicants receive an 
on-ground verification 
visit. Some B Corp 
businesses may not 
merit the title, which 
could erode the 
brand. 


Investors could 
balk. Some share- 
holders prioritize 
returns on investment 
over social good 
and may bail out of 
a company that puts 
the latter over the 
former. 


Bigger may not 
be better. As 

companies grow in 
size and complexity, 
it can become more 
difficult to qualify 
to be a B Corp. 
—Jonathan 
Chew 



into the larger problem of microplasties, 
particularly the small beads in soaps. 
The goal is to identify just how large the 
problem might be (the science so far has 
been spotty) and then define best prac- 
tices, alert suppliers, and get ahead of 
the situation. There is a lot of talk about 
leading by example. “We aren’t Nike,” 
Marcario says at one point, musing 
about how her small company can maxi- 
mize its influence. “But how do we make 
it uncomfortable for other businesses not 
to follow us?” 

It isn’t just that Marcario and every- 
one else at Patagonia think their process- 
es and practices might be better; it’s that 
there’s real financial strength in num- 
bers. Patagonia invests heavily in new 
manufacturing and sourcing processes, 
many of which don’t make fiscal sense if 
they can’t scale— which means that oth- 
ers must join to make them work. When 
the company released its Yulux brand 
of wetsuits, which uses a material made 
from a desert shrub native to the South- 
west, it made its patented “biorubber” 
available to the whole wetsuit industry 
rather than keep it proprietary. 

The same basic principle applies with 
B Corps. Patagonia has helped guide 
dozens of other companies through the 
process of becoming B Corps over the 
past few years, including Natura, a pub- 



licly traded company and Brazil’s largest 
cosmetics manufacturer (see box “Build- 
ing a ‘B Corp’ Network”). Marcario and 
Chouinard launched a VC arm of Pata- 
gonia called $20 Million and Change to 
identify and assist ecologically minded 
startups. One company Patagonia has 
funded makes skateboard decks out of 
melted-down plastic from discarded 
fishing nets. 

Not that Patagonia is immune to 
problems. In 2011, the same year that it 
became a B Corp, the company audited 
its tier-two fabric suppliers in Taiwan 
and found that migrant workers in some 
factories were being held under forced- 
labor conditions. Patagonia partnered 
with Verite, a nonprofit that works to 
create fair conditions for workers glob- 
ally, to create a comprehensive migrant- 
worker standard and explain it to all of 
Patagonia’s suppliers. 

Near the end of the Footprint Council 
meeting the group stares at a huge grid 
of pie-in-the-sl^ ideas— the company’s 
“planetary goals.” They stretch as far 
out as 2050 and include all the usual 
buzzwords about fair trade and sustain- 
ability, but also living wages for workers 
and influencing animal-welfare policy. 
“I look at 2050,” Marcario says, “and I 
feel like it’s way too late. Too late for the 
planet. Too late for us.” They begin to talk 
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about issues they ean lateh onto quiekly 
through Patagonia produets. Eaeh new 
material or souree that eomes up is the 
beginning of a eonversation about bet- 
ter, more sustainable processes. 

As Marcario plows through more 
meetings— on marketing, finance, em- 
ployee activism— she makes it a point 
to give equal weight to two ideas: prof- 
itability and world improvement. Ob- 
serving her dual focus, one is reminded 
of the Buddhist precept about two con- 
tradictory truths, and how it is possible 
for both to be true only after you have 
learned to hold them in your mind. 

IT’S NOT EASY to think about the busi- 
ness and the holistic benefit at the 
same time, and Marcario is often test- 
ed. During the meeting on employee 
activism, she brings up an issue that 
recently arose at some stores in Japan, 
Patagonia’s second-largest market af- 
ter the U.S. All employees at Patagonia 
are encouraged to engage with their 
communities, either through volun- 
teer work or by marching for a cause 
or hosting a meeting at a store (after 
hours). Activism is so ingrained in 
company culture that it hosts an an- 
nual conference, called Tools for Grass- 
roots Activists, that brings together 
instigators of all types, including many 
who work at Patagonia. 

The problem, Marcario says, is that 
sometimes this kind of corporate en- 
couragement can send a confusing mes- 
sage to workers. What seems like a gentle 
push or show of support can, through a 
different lens, be interpreted as manda- 
tory. In Japan a few stores had recently 
hosted civil-disobedience and nonvio- 
lence training before a protest at a near- 
by dam. (A recent Chouinard-produced 
film titled Damnation covers the envi- 
ronmental devastation wrought by dams 
around the world.) Some Japanese em- 
ployees felt as though they had to get ar- 
rested to prove their loyalty to the com- 
pany cause. “We should be asking them. 
What kind of activist are you?”’ says Lisa 
Pike Sheehy who oversees activism at 
the company. “What are the options, if 
not on the frontlines picketing, holding 
signs? Because not everyone is going to 
be comfortable being there.” Marcario, 



agreeing, says they should explain this 
clearly, and if it takes a meeting after 
normal work hours, “we should pay for 
their time to stay longer and listen.” 

Patagonia’s activist-friendly vibe can 
lead to unplanned endorsements. Per- 
haps the most visible ambassador for the 
Patagonia brand at the moment is a gay 
black man named Deray McKesson, who 
has emerged alongside the #BlackLives- 
Matter movement and now has 224,000 
Twitter followers. His signature piece of 
clothing is a blue Patagonia down vest, 
similar to one that Marcario wears. The 
vest is famous enough to have its own 
Twitter handle: (^deraysvest (though it 
has a mere 3,000 followers). He has said 
he wore it because it felt like a shield— he 
feels invincible in it. “I kind of feel like 
that when I wear my vest too,” Marcario 
says. McKesson, a twentysomething for- 
mer educational consultant, says he was 
absolutely aware that Patagonia was a 
good company when he bought the vest. 
“I knew they had a commitment to social 
justice,” he says. But mostly he wanted 
something warm, light, and packable. 
He liked the fact that the company would 
repair the vest if it ever got damaged. “I 
just felt good about buying it,” he says. 

This sentiment is exactly what’s so 
powerful about Patagonia’s brand— 
the general good feeling— and why the 
company’s SoHo store in New York City 
is now as prominent as its Boulder lo- 
cation, or why its brand ambassadors 
aren’t only famous climbers and out- 
door types but Alice Waters, the chef, as 
well. Activism is hip right now. But the 
last thing that Marcario wants is for her 
customers or employees to get too com- 
fortable. “It’s not about maintaining the 
status quo,” she says. 

Marcario’s mission is to make the 
most of this moment. She wants to 
keep growing Patagonia to prove that 
her view of capitalism can work— that 
a company can achieve even more suc- 
cess when it thinks about future genera- 
tions as shareholders alongside current 
investors. She says she will never work 
anywhere else. “This is my last stop,” 
she says, chuckling again at the situ- 
ation she finds herself in. “It’s my way 
to keep myself from becoming so com- 
pletely disillusioned, you know?” fl 
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SPECIAL ADVERTISING SECTION 



THE WORLD’S MOST RENEWABLE ENERGY 
SOURCE POWERS ITS WAY 
THR0U9H POLITICS. 




W E'RE SEEING A TRAJECTORY FOR SOLAR that 5 
going to follow the iPhone " says David Hoohschlld^ 
California's energy commissioner, ^‘Costs have 
been plummeting, innovation and scale are going up. Eventually 
everyone will have it" 

Solar energy's explosion over the last decade would make 
any industry envious. Last year residential demand for solar 
energy expanded by 76%, and in Q1 2015 solar 
accounted for more than 51% of the nation's 
new electriC'generating capacity. 

Yet a few high clouds have appeared In this 



vibrant outlook, includir^g the expiration of a federal 30% 
investment tax credit at the end of 2016 if Congress isn't 
persuaded to act, and increased opposition from state utilities 
that are losing market share. Some utilities have imposed 
surcharges on solar customers, while others are limiting the 
utility bill credit solar owners receive for the excess clean 
power they export to the grid, 

For Rhone Resch, president and CEO of the 
Solar Energy Industries Association (SEIA), these 
challenges signal a call to arms for the industry. 

:4v'ltal' I Aiiocinlion'* 



‘‘Solar Is disruptive the way Uber is disruptive," 
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ON THE HORIZON FOR SOLAR IN SQSQ 



In the universe Df solar power, look for 
these five significant developnients oc- 
curring in the neict five years, according 
to Usa Salley, vice president arnl general 
rnanager of UL {Underwriters LaboratO' 
lies), Energy and Power TechnologiBS. This 
global safety science company supples 
third-party evaJuatkjns and certtficatiens 
to products and systems throughout Iba 
solar value chain. 

1. Energy storage, currently a nascent 
but fasi-grcwing sector, will be fully 



integrated into solar sterns ranging from 
reskJenlial to uhllty-scale. 

2. Battery technology and 
increased component efficFency - 
even In parcels — will not only drive down 
prices txjt will also play a crucial role in 
advancing solar appicatlons, “Inverters 
are getting smalier, faster, and smarter,* 
Salley says. 

3 . Technology convergenee. 
combining sdar wilh other technologies 
and services— for example, demand 



response technology embedded in solar 
systems — will allow cptimizatiQn of erergy 
consumption and maKimum savings to 
solar owners. 

4. Solar Es rapidly approaching grid 
parity, “It will start to become the energy 
generation means of choice, purely based 
on economics." 

5 . Watch ulilltles — manywlIHlnd 
it attractive to climb on board with solar 
and other renewables and ambraoe hybrid 
systems and rnicro grids, 
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BUILDING TRUST 
INTO THE GLOBAL 
PVVALUE CHAIN 



UL can help reduce the overall risks and costs across the entire PV value chain. In the process of 
pioneering safety and standards over the past 120 years, UL has acquired a vast knowledge of the 
relevant regulations and technologies. This expertise from one source can help all stakeholders manage 
risks through review, verification, testing, certification and inspection anywhere in the world. Put your 
trust in the same third-party experts that manufacturers, AHJs and other stakeholders rely on. 

For more information on UL services for PV, please contact: 

ULHELPS@ul.com or call i.Syy.ULHELPS (1.877.854.3577) 

ULCOM/SOLAR ® 



UL and the UL Logo are trademarks of UL LLC ® 2015. 
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‘^THE MORE 
EVERYONE 
ACROSS THE 
GLOBE HAS 
ACCESS TO 
ENERGY. THE 
MORE OUR 
ECONOMIES 
IMPROVE” 

-USA SALLEY, 

VfCEPRESiDENT 
ANDf^NERAL 
MMIAGER[^aL 
(UNDERWRiTERS 
LABORATORIESl 
ENERGY E POWER 
TECHNOLOGIES 




he says. ^Solar compa- 
nies need to recognize 
the important role 
that policy plays, at 
the federal, state, and 
local level, and par- 
tldpate in the political 
process. They need to 
be thinking about how 
we communicate as a 
community the way 
the oil and gas or utilities industries do ” 

And it's not just the industry that wants 
solar: American citizens want it. too. It's their 
first choice for energy development, according 
to a recent Gallup Poll that found public sup- 
port at 91%. The solar energy industry is also a 
powerful |ob creator, doing so at a rate almost 
20 times faster than the overall economy. And 
solar's more affordable than ever, 

"We need to debunk this myth that renew- 
able energy is expensive," says Hochshild, 
Recent utility-scale projects are coming online 
at prices less than $.05/kwh (kilowatt hour), 
"That's about as low as you can get Its cheaper 



than a new coal or gas plant." The average cost 
of solar systems has plunged 50% in the last 
five years and continues to drop, And access to 
solar is expanding, thanks to innovative technol- 
ogy, new financing mechanisms, and govern- 
ment initiatives like one announced by the White 
House In July aiming to spur solar development 
for renters and low-income communities. 

In solar energy's competitive environment, 
differentiation is based on far more than price. 
SunPower, founded by a Stanford University pro- 
fessor in Silicon Valley 30 years ago, prides itself 
on giving customers the most reliable, efficient, 
aesthetically pleasing complete solar solutions 



Seeing the future of energy takes a unique perspective. 

You don't become the leader of solar Innovation without And it shows in the soisr solutions we offer today. Highly advanced 

taking the long view. For 30 years, SunPower has pushed ^^'stems that produce dean energy for homes and organizations 

clean ener^ technolo^ to new heights - just as we did worldwide. Sophisticated software that nneasures performance and 

when our high-performing solar ceils were diosen for Solar impressive returns* And solar products manufactured with methods 

Impulse, the world record-setting solar plane. You might say as clean as the energy they make. There's no better time to let 

we have a 30,000-ft view of where energy is headed. SunPower show you whats next on the energy horizon. 




sunpower.com/future 

1-844-GET-SPWR 
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on the market— m a n^ of which have 
received cradle to era die sustain- 
able designation. '“The core of this 
company is unique innovation/ 
says Sun Power CEO Tom Werner, 
who cites Apple among its clients. 
■"We have a unique solar cell with 
a proprietary architecture that 
produces more energy per foot- 
print and lasts longer.” SunPower 
also offers energy storage and 
management, putting it at the leading edge of 
an industry broadening its applications beyond 
energy generation. 

A few elements are dragging down solar 
power's momentum, though — including the oner- 
ous expenses related to regulations, red tape, 
and requirements that vary from state to state. 
While they've abated in recent years, these soft 
costs remain more burdensome for solar than for 
traditional energy industries like coal. SEIA would 
like to see these issues addressed. 

It's particularly difficult for players in a 
young Industry experiencing such rapid growth. 
'‘Most companies don't yet have the buift- 



intrastructure and experience to manage all the 
aspects of finance and leasing/ says Andrew 
Hoechsletter, vice president of sales at Houston- 
based CT Lien Solutions (CTLS), which provides 
solar companies with lien-related services like 
searching and filing and assistance with compir- 
ance, “We have established expertise in govern- 
ment relations and keep our finger on the pulse 
of emerging laws and tax changes,* says CTLS's 
general manager and vice president Julie Peck. 
"We stay ahead of that for our clients, so we 
know how to translate everything into their 
operational environment seamlessly.” 

Despite challenges, the future of solar power 
is radiant, 'Some very powerful sources prefer we 
not change how we've generated energy for the last 
century/ says Hochshiid, who considers his state 
"a global Incubator* of solar; now it generates more 
than half of the nation's solar power— with 95% 
of installations today receiving no subsidies at all. 
"Having stable, long-term policy support means 
you can build a factory or invest in innovation, I 
strongly believe this needs to be an area of biparti- 
san agreement, it's good for every part of America. 
And I think it*s trending in that direction.” • 
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EXPLOSION 
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MICHAEL JOHNSON, HERBALIFE CEO 
“He’s trying to totally demonize me and demolish the eompany. Who the hell does he think he is?” 
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HEDGE FUND TITAN BILL ACKMAN HAS 
BEEN ON A NEARLY THREE-YEAR QUEST TO 
BRING DOWN THE $5-BILLI O N-IN-RE VENUE 
NUTRITION GIANT. CALL IT DESTRUCTIVE 
ACTIVISM. BUT WORTH ASKING: 

DO SHORT-SELLERS MAKE GOOD REGULATORS? 



BILL ACKMAN, CEO, PERSHING SQUARE CAPITAL MANAGEMENT 
“They are fraudulently deeeiving poor people into investing in a fietitious business opportunity.” 

September 15, 2015 FORTUNE.COM 

1 6 7 





At about 2 p.m. on Wednesday, Dec. 19, 2012, 
CNBC’s Kate Kelly broke the news that billionaire 
Bill Ackman’s hedge fund had taken a massive short 
position— about $1 billion worth, we know now— in 
the stock of a nutrition company called Herbalife. 

He considered it to be a pyramid scheme, Kelly con- 
tinued, and would be presenting details the next day. 
Herbalife stock then fell 10% in six seconds, trigger- 
ing circuit breakers and a temporary trading halt. 



Ackman, now 49, is the brilliant, cocksure, 
media-sawy activist investor whose fund, Per- 
shing Square, has harvested 21% average net 
returns since inception in 2004. The fund now 
commands nearly $19 billion in assets. 

The day after the CNBC report, Ackman pre- 
sented a “public short” the likes of which no one 
had ever seen before. A public short is a risky, 
fairly rare phenomenon in which an investor 
not only bets on a stock to go down— known as 
short-selling— but publicly announces that he 

168 FORTUNE.COM September 15, 2015 



has done so, explaining why. On this occasion Ackman delivered a 334- 
hour, 342-slide webcast lecture at a 500-seat auditorium at the AXA 
Equitable Center in Midtown Manhattan in which he called the com- 
pany the ‘T>est-managed pyramid scheme in the history of the world.” 
He expected the stock not just to decline but to go to zero, he made 
clear. If his bet paid off, he’d donate his personal profits to charity, 
because he considered any proceeds from a corporation so villainous 
to be “blood money.” 

By the following Monday, Christmas Eve, Herbalife stock had 
fallen 42%, from $41.57, where it had stood before Kelly’s report, to 
a low of $24.24, with the company having shed close to $2 billion in 
market value. 

Herbalife might seem like an odd target for such venom. Based 




in Los Angeles, it doesn’t make eiga- 
rettes, sell aleohol, manage easinos, 
or emit pollutants. It’s a 35-year-old, 

8,000-employee nutrition eompany 
that sells 5,300 produets in 91 eoun- 
tries, ineluding weight-loss powders, vi- 
« tamins, performanee sports drinks, and 
% a skin-eare line. 

I It is remarkably sueeessful. Its main 
produet— eomposing 30% of its sales— 

S is a meal-replaeement shake powder, 

^ made from soy protein isolate, ealled 
^ Formula 1. Though many Fortune read- 
^ ers have likely never heard of it, its sales are more than double those 
£ of its three leading eompetitors— Ensure, Kellogg’s, and SlimFast— 
eombined. Herbalife makes 25 flavors of shakes, ineluding pina eo- 
lada in the U.S., pagoea— a peanut eandy— for the Brazilian market, 
and borseht for China, and markets non-GMO, gluten-free, and low- 
glyeemie versions too. 

But Aekman wasn’t going after Herbalife beeause it sold milk 
shakes. His issues stemmed from its being a multilevel marketing 
eompany, or MLM. MLMs distribute their produets through indepen- 
dent eontraetors who are rewarded not just for selling the eompany’s 




Bill Aekman, left, seen in 
his Manhattan office in 
2014, has averaged 21% 
net returns since 2004 in 
his Pershing Square fund. 

m 

CEO Michael Johnson, 
photographed in August 
at Herbalife's Los Angeles 
headquarters, joined the 
company from Disney in 
2003, where he headed 
international operations. 



products but also for recruiting other distribu- 
tors to do so, and for persuading those reeruits 
to reeruit still more distributors, and so on, in a 
pyramidal strueture. 

The danger with any MLM is that reeruit- 
ing, not produet sales, may beeome the raison 
d’etre of the enterprise, whieh then devolves into 
a thinly disguised money-transfer game indis- 
tinguishable from the ehain-letter seams of the 
1930s— the paradigmatie pyramid sehemes. Ear- 
ly partieipants make out like bandits, but later 
reeruits are mathematieally guaranteed to fail. 

Some eonsumer advoeates ardently believe 
that all MLMs, also known as network market- 
ers, should be illegal. But they aren’t. Sinee 1979, 
when the Federal Trade Commission blessed the 
business model of the home-produets marketer 
Amway, MLMs have been eonsidered legitimate 
so long as they enforee eertain safeguards de- 
signed to guarantee sustainability. Today MLMs 
inelude sueh everyday names as Avon (No. 322 
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T^E SIEGE OF HERBALIFE 



on this year’s Fortune 500 list), Tupperware, Us- 
ana, Nu Skin, Primerica, and Pampered Chef— a 
unit of Warren Buffett’s Berkshire Hathaway. 

Herbalife is the largest publie MLM by market 
eapitalization and the seeond largest by revenue, 
after Avon. With sales of $5 billion last year, 
Herbalife would have just missed this year’s For- 
tune 500, ranking at 522, were it not ineligible 
due to its ineorporation in the Cayman Islands. 

As big as Herbalife is, however, the New York- 
based aetivist is even bigger— a faet that has en- 
abled him to launeh a novel, for-profit speeies of 
holy war: one that, if sueeessful, will enable him 
to slay what he believes to be a terrible dragon 
while netting his fund’s investors more than 
$1 billion in profit. 

Drawing upon bottomless resourees and 
boundless self-eonfidenee, Aekman has eom- 
mitted himself to destroying the eompany. In the 
nearly three years sinee his AXA Equitable pre- 
sentation, he has denouneed Herbalife and its 
exeeutives in terms that no government author- 
ity ever has. It was “one of the great frauds of all 
time,” he said at a publie presentation; Herbalife 
CEO Miehael Johnson was “running a eriminal 
enterprise,” he told Fox; company executives 



were “at risk of going to jail,” he told CNBC. 

He has hired lobbyists to alert community groups to the alleged 
dangers of Herbalife and has given those groups money to find vic- 
tims and connect them to regulators. His agents have set up websites, 
taken out ads, posted notices, and set up 1-800 numbers. They have 
tracked down former Herbalife employees and distributors, looking for 
whistleblowers. They’ve solicited nonprofits, concerned citizens, and 
politicians— including three congressmen and a U.S. senator— to write 
the FTC and at least seven state attorneys general, sometimes without 
the letter writers even realizing that a hedge fund manager was the 
master puppeteer orchestrating the campaign. 

Aekman urged PricewaterhouseCoopers not to sign Herbalife’s fi- 
nancial statements. He has made presentations to the FTC, the SEC, 
the Canadian competition authorities, and U.S. federal prosecutors. 

The FTC and SEC have, in fact, initiated investigations of Herba- 
life, and Manhattan federal prosecutors have made inquiries about the 
company or its distributors, Herbalife has acknowledged. But federal 
prosecutors have also examined the practices of some of Ackman’s con- 
tractors, according to the Wall Street Journal, looking into allegations 
of market manipulation. 

The attack raises two important questions for society. One is: Is he 
right about Herbalife being a pyramid scheme? That’s important be- 
cause if he is, all but a handful of companies in the now $34.5 billion 
MLM industry, affecting 18 million distributors, are almost certainly 
pyramid schemes as well. As it 
happens, we should get an an- 
swer to this first question soon, 
because the FTC, responding 
to pressure exerted by Aekman, 
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Greenlight Capital's David 
Einhorn asks Herbalife 
probing questions at an 



DEC. 19, 2012 

CNBC's Kate Kelly reports that Bill Aekman 
has amassed a major short position. 

Stock drops 10% in six seconds. 
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opened a formal inquiry into that question in Mareh 2014— now 17 
months ago. 

The seeond and perhaps bigger question is: What if Aekman is 
wrong? One man’s dragon slayer is another man’s vigilante. Herbalife 
has had to spend almost $90 million defending against Aekman’s at- 
taek so far, aeeording to its SEC filings, while its exeeutives, employees, 
and distributors have all been villainized, if not defamed. While aetiv- 
ist investing was already eontroversial, Aekman has taken it into new 
terrain. Is it sound publie poliey to have freelanee, for-profit billionaire 
« regulators roaming the landseape, no matter how well-intentioned? 

^ Conventional aetivists like Carl leahn and Nelson Peltz buy shares 
H and then “try to fix the eompany,” observes one hedge fund investor. 

“ Aekman, by eontrast, is trying to annihilate a eompany. “I’ve never 

0 heard of short-selling aetivism in my life,” this investor says. “Are we 

1 eomfortable that a private individual named Bill ean try to put some- 

o 

S body out of business?” 

§ Aekman rejeets sueh eritieism. “By shining a spotlight on fraud and 
% abusive praetiees at Herbalife,” he says, “we have helped proteet eon- 

0 sumers, potential distributors, and investors from losing their hard- 

1 earned money. We are extremely proud of the work we have done on 
I Herbalife.” 

This is the story of Aekman’s epie struggle to bring dovm Herbalife— 
g a ease study that, we believe, seholars, polieymakers, and regulators 
^ will want to study and debate for some time. 

o For that matter, so might novelists, psyehologists, and— if only they 
< were still around— aneient Greek tragedians. Aekman’s eampaign long 
n ago seems to have erossed over from investment strategy into a eolossal 
° hubristie quest for vindieation. At this point one might ask: Is he is try- 
5 S ing to maximize his investors’ return? Trying to proteet huddled masses 



yearning to be free? Or trying to save faee? 

Perhaps the best thumbnail preeis of this 
saga was provided by hedge fund manager 
John Hempton, who runs Bronte Capital, in 
what was aetually a prognostieation. Just a 
week after the eampaign launehed, he wrote in 
his blog, “It will be the hedge fund equivalent 
of Stalingrad. Someone is going to lose big. And 
the vietor will be so bloodied that the word vie- 
tory wiW sound hollow.” 

"WHO DOES HE THINK HE IS?" 

If Aekman is the irresistible foree, Herbalife 
CEO Miehael O. Johnson is the immovable ob- 
jeet. Johnson, who headed Walt Disney Co.’s 
international division before taking the reins at 
Herbalife in 2003, is a self-deseribed “diesel”— 
a passionate nutrition nut and enduranee ath- 
lete who often rides his bike 30 miles to work. 
In July, Johnson, now 61, eompleted his third 
Tour TransAlp, the legendarily grueling, seven- 
day, 550-mile stage raee through the Alps dur- 
ing whieh eyelists traverse aseents totaling more 
than 60,000 feet. He’s not a quitter. 

With dark, elose-eropped hair and pointy ears, 
Johnson looks like a eross between Lanee Arm- 
strong and Star Trek’s Mr. Spoek. An avid skier, 
he went to eollege at Western State Colorado 
University in Gunnison, near Crested Butte. He 




DEC. 2Q12 

Bronte Capital's John Hempton 
takes the other side, buying 
Herbalife shares. 



JAN. 25, 2Q13 

Legendary activist Carl Icahn has live 
phone-in spat with Aekman on CNBC. 









JAN. 10, 2Q13 

Herbalife presents its 
^ rebuttal to Aekman. 

Stockstill ends 
down for the day. 












FEB. 1^1, 2013 APRILS, 2013 

Icahn discloses 13% stake KPMG's Scott London. Herbalife's 
in Herbalife. Shares surge auditor, is arrested for insider 
23% after hours but finish trading, forcing KPMG to withdraw 
the next day up just 1.2%. approval of the company's 




JUL 31, 2013 

George Soros's fund 
discloses major 
stake in Herbalife. 










T^E SIEGE OF HERBALIFE 



then bounced around through a series of ven- 
tures, selling pre-Walkman tape players to skiers, 
aircraft hosings and couplings, and laser light 
shows before being tapped in 1986 to run the 
international division of Disney’s home-video 
unit. That business took off, and he rode it up the 
ranks until he was heading the international op- 
erations of the whole company. 

That’s where he was when— to many scratched 
heads, he admits— he jumped ship to become 
Herbalife’s CEO in 2003. 

He’s furious about Ackman’s campaign, he 
says. “Wouldn’t you be?” Johnson asks in one 
of our four interviews. “If you’d worked your 
tail off for years and years and years to build 
something— something you believe strongly 
in? Along comes a guy with half-facts and half- 
truths and a jaded point of view and starts not 
just shorting your stock but trying to totally de- 
monize me and demolish the company. It’s like, 
really? Who the hell does he think he is?” 

Ackman, of course, thinks he’s the guy in the 
white hat, protecting the downtrodden from the 
likes of Michael Johnson. 

“It’s entirely clear to us that this company is 
operating fraudulently,” he tells me. “They are 



fraudulently deceiving poor people into investing in a fictitious busi- 
ness opportunity. That’s illegal.” 

Six-foot-three, lean, fit, with salt-and-pepper hair, Ackman cuts an 
intimidating presence. He rowed crew at both Harvard College and 
Harvard Business School and is an excellent tennis player. He spits 
out words with machine-gun rapidity, and often with flesh-tearing 
trenchancy. 

We spoke at his offices on the 42nd floor of a midtown building that 
offers panoramic views of Central Park. Just to the east is the residen- 
tial tower where he recently bought a $92.5 million penthouse duplex. 
It’s just an investment, he has said, because he considers it underval- 
ued. In the corner of the conference room stands a striking memento: 
a rocket-powered ejection seat that once accommodated the pilot of a 
Canberra nuclear strike bomber of the 1950s. It evokes a crucial skill 
for a hedge fund manager: knowing when to bail. 

Ackman’s conspicuous success speaks for itself. Yet he is fallible. 
His first fund, Gotham Partners, had to be suddenly wound down in 
late 2002 after some illiquid investments left him unable to rebound 
from a handful of redemptions. He also lost big on stakes in Borders, 
J.C. Penney, and Target. One fund, devoted exclusively to Target op- 
tions, lost 90% of its value at one point. Risk management is not his 
strong suit. 

Ackman is astoundingly competitive. In high school he famously bet 
his dad $2,000 that he’d score an 800 on his verbal SAT. His father 
wisely let him off the hook the night before, and he scored a 780. And 
then there was a Hamptons bike ride of 2012, described by William 
Cohan in Vanity Fair, in which Ackman joined several hedge fund guys 
and serious cyclists on a 26-mile pleasure ride. Though out of practice, 
Ackman rushed out in front at an unsustainable pace, became dehy- 
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Sen. Edward Markey New York Times pub- Financial Times reports that the U.S. 

[□-Mass] writes FTC urging lishes expose on Ackman's Department of Justice has iaunched 
inquiry. Stock falls 7.^%. hamfisted lobbyists. But a criminal probe of Herbalife. 





JULY 22. 2Q1^ 

Ackman's presentation on nutrition 
clubs, featuring Christine Richard. 
Gverhyped, it has opposite effect, 
sending stock up 25%. 




NOV. 3. 201^ 

After 19 straight positive 
quarters, Herbalife misses 
guidance. Stock drops 
29% over next two days. 
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drated, and had to be helped baek, barely able to pedal due to exeru- 
eiating eramping. One rider eommented to Cohan, “His mind wrote a 
eheek his body eouldn’t eash.” 

In the siege of Herbalife, Aekman elearly did not antieipate the eom- 
pany’s staying power or the faet that a number of hedge funds would 
take the opposite side of his bet. The battle has taken a toll. 

“If I were to assess the return on invested time, I would say it’s quite 
poor,” he admits. “Had we known in advanee, it might have dissuaded 
us from making this investment.” 

Yet he professes no regrets. “I’ve said publiely that if we are sueeess- 
ful in getting this eompany shut down, it will be one of the most philan- 
thropie things we’ve ever done. I will tell you, this is the most important 
story I’ve ever been involved with on anything ever. Okay? This is it.” 

DISTRIBUTION CHANNEL... OR SCAM? 

Though personalities help explain the origins of Aekman’s eampaign 
against Herbalife, it is the law that will deelare the winner. And in a 
word, that’s murky. 

There is no federal statute defining “pyramid seheme.” For years 
MLM erities have begged the FTC to draw some bright-line rules— but 
in vain. Sueh sehemes are usually proseeuted by the FTC as an “unfair 
or deeeptive aet or praetiee.” If an MLM or its distributors have merely 
made some misleading elaims, the FTC may fine the eompany and let 
it live to see another day. But if the eommission finds that an MLM is 
a pyramid seheme— whieh is eonsidered inherently deeeptive— it must 
shut it down. 

The best definition of pyramid seheme emerged from a 1975 ease 
in whieh the FTC shuttered a eosmeties marketer ealled Koseot Inter- 
planetary. The key feature is that a pyramid seheme pays its distribu- 
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Wall Street Journal reports 
that federal prosecutors are 










APRIL 2. 2015 

The Journal says prosecutors 
are also examining the work 



MAY 5. 2015 

Herbalife resumes 
hitting its numbers. 



AUG. 5. 2015 

Herbalife announces 
another strong quarter. 




APRIL 


MAY 


JUNE 


JULY 


AUG. 



tors rewards “for reeruiting other partieipants 
into the program ... whieh are unrelated to sale of 
the produet to ultimate users.” 

So if an MLM were to pay its distributors, say, 
$150 for eaeh new reeruit it signed up, it would 
probably be a pyramid seheme. Few MLMs are 
so foolish as to do that. Instead, they typieally pay 
a distributor— as Herbalife does— based on the 
produets he orders, and on the produets ordered 
by his first three levels of reeruits, i.e., his direet 
reeruits, his reeruits’ reeruits, and his reeruits’ 
reeruits’ reeruits. (A distributor’s reeruits and all 
their reeruiting deseendants are referred to eol- 
leetively as his downline.) 

While it’s true, then, that no distributor is 
paid for reeruiting as sueh, it’s also true that no 
distributor will ever aehieve the upper eehelons 
of an MLM’s eompensation seheme, ineluding 
Herbalife’s, without reeruiting. 

Further eomplieating the analysis is another 
striking feature of virtually all MLMs, inelud- 
ing Herbalife. Whereas eonventional business- 
es pay salespeople based on their sales, MLMs 
pay them based on their purehases (and those 
of their downlines). While the hope is that the 
produets purehased by distributors eventually 
find their way to eonsumers or are eonsumed 
by the distributors themselves, it’s hard to be 
sure that they are. 

If the produets are not eonsumed 
but, rather, pile up in distributors’ 
garages, that means there’s no real 
demand for them; distributors are 
just buying them to manipulate the 
eompensation plan, and the eom- 
pany is a pyramid seheme. A eom- 
mon feature of pyramid sehemes 
is “inventory loading,” where new 
distributors are pressured to buy 
more produet than they ean resell 
or eonsume. 

While judges and eeonomists 
have proposed other definitions, 
most boil down to this: The more 
genuine a eompany’s produet, and 
the more genuine the eonsumer de- 
mand for it, the less likely it is that 
the eompany is a pyramid seheme. 
With a pyramid seheme, the prod- 
uet is little more than a fig leaf 
eamouflaging what is, at its eore, 
an elaborate ehain letter. 

When the FTC ruled that Amway 
was legitimate in 1979, all other 
MLMs took steps to make them- 
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selves look like Amway— at least on paper— and 
an industry exploded. 

In reeent years, however, with eonsumer ad- 
voeates protesting that the industry is rife with 
pyramid sehemes, several market leaders have 
sought to disassoeiate themselves from the paek. 
Tupperware quit the Direet Sellers Assoeiation 
in 2006, and Avon dropped out in 2014. (Both 
deelined to be interviewed for this artiele.) 

In my eonversations with Herbalife CEO 
Johnson he repeatedly told me variants of this 
sentenee: “When I took over in 2003, Herbalife 
was a multilevel-marketing eompany that sold 
nutrition produets. Now it’s a nutrition eompa- 
ny that uses multilevel marketing as its distribu- 
tion ehannel.” 

The outeome of Aekman’s assault will likely 
hinge on how persuasively Johnson has elfeeted 
that inversion. And here’s the rub: Aekman’s ease 
against Herbalife might onee have stuek. But 
Johnson has made key ehanges to Herbalife dur- 
ing his 12 years there. The question is whether 
the great white whale Aekman is so doggedly 
pursuing still exists. 

"WHY WERE THEY SO FAT?" 

In February 1980, a eharismatie 24-year-old 
named Mark Reynolds Hughes founded Herb- 
alife. In the beginning Hughes, a ninth-grade 
dropout, sold weight-loss produets from the 
trunk of his ear, aeeording to eompany lore. His 
main produet was Formula 1, whieh then eame 
in one flavor: vanilla. 

In his produet pitehes he often referred to his 
mother’s death, when he was a teenager, from 
pharmaeeutieals a doetor had preseribed to eom- 
bat her obesity. The story wasn’t true, aeeording 
to a 2001 Los Angeles Times artiele by Matthew 
Heller. Hughes’s mother was never overweight, 
and she died from an addietion to preseription 
painkillers. 

What was true was that Hughes overeame 
enormous adversity and was utterly self-made— 
faetors that earned him the love of other distrib- 
utors, many of whom eame from the wrong side 
of the traeks and who beeame wealthy beyond 
their dreams by reeiting Hughes’s seripted piteh 
formulas. 

By 1985, Herbalife had grown to about $300 
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The 61-year-old 
Johnson, training near 
his home in Malibu, 
recently completed his 
third Tour TransAlp, a 
550-mile, seven-day 
race across the Alps. 



million in sales, and Hughes was living in a 
palatial Beverly Hills home with his second 
wife, a former Swedish beauty queen. That 
year the company became the subject of a 
CNN series that highlighted dubious medi- 
cal claims distributors were making about 
Herbalife products. The California attorney 
general sued the company, and a Senate 



subcommittee held a hearing. 

Hughes, just 29, came to the Capitol in a splendid suit, with a bouf- 
fant hairdo reminiscent of Las Vegas singer Wayne Newton (who had 



performed at Hughes’s second wedding). Proudly displayed on his 
lapel was the Herbalife distributor’s trademark, two-toned icebreaker: 



a button reading lose weight now: ask me how. 

After listening to tut-tutting testimony from the committee’s medi- 



cal experts, Hughes’s rejoinder seemed to leave the senators agape. 
“If they’re so expert in weight loss,” Hughes parried, “why were they 



so fat?” 



His scrappy performance energized his loyal distributors. But the 
company paid an $850,000 flne to the California attorney general 
the following year, and Hughes began seeking a lower profile for his 



company. 
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The highest tier of Herbalife’s eompensation 
ladder, level nine, is called president’s team. 
Only a tiny percentage of distributors reach this 
level, though precisely how tiny is a matter of 
dispute. (In 2014 in the U.S., there were just 548 
president’s team members out of 72,000 pursu- 
ing the business, and out of 554,000 total dis- 
tributors.) An elite few president’s team mem- 
bers attain still higher titles, becoming members 
of either the chairman’s club (of which there are 
now just 48 out of 4.1 million distributors world- 
wide) or, most exalted of all, the founder’s circle 
(just eight). 

Top-tier distributors are also eligible for the 
subjective and lucrative Mark Hughes bonus. 
In recent years these checks have ranged from 
$10,000 up to, on one occasion, $2 million. 

It has always been hard to make money as an 
Herbalife distributor. Even by the company’s cal- 
culations only 3.7% of those pursuing the busi- 
ness in the U.S. grossed royalties of more than 
$25,000 in 2014. (That number excludes income 
distributors may make from retailing, but also 
fails to take into account any business expenses 
they may incur.) In addition, even by Herbalife’s 
numbers, more than half of all money paid to 
distributors goes to the top 1%. Ackman will later 
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Hughes wrote for Herbalife a comically complex, 27-page compen- 
sation plan. Such impenetrability is typical of MLM remuneration 
schemes. Critics say these are intended to perplex the recruit, leaving 
him no choice but to trust what the recruiter tells him. Defenders of 
the Herbalife plan say its complexity arises from efforts to reward dili- 
gence, punish laziness, and ensure fairness. 

The plan created nine main levels of distributor. A distributor ad- 
vances up the ladder by amassing “volume points,” which are deter- 
mined by his purchases and those of his downline. The first four levels 
buy product at discounts that range from 25% to 42% off suggested 
retail price (SRP), and if they earn money, it is by reselling products to 
customers at a markup— ideally at SRP. 

Herbalife maintains that most of these lower-level distributors have 
not joined for the “business opportunity” but mainly because they want 
to buy the products for their own use at discounted prices. (Ackman 
will later reject this notion, insisting that these distributors are pursu- 
ing the business but failing.) 

At level five, a crucial dividing line, distributors bump up to a 50% 
discount off SRP but, more important, become eligible for 5% “royalty 
overrides”— payments from the company— for purchases made by the 
first three levels of their downlines. At level seven they begin accruing 
additional bonuses. 
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argue that a system so slanted toward reward- 
ing the highest tiers— attainable only through 
reeruiting— must be a pyramid seheme. 

THE "SHAKE GUY" AT DISNEY 

In May 2000 , Mark Hughes, 44, was found dead 
in his bedroom. An autopsy blamed a toxie mix of 
aleohol and doxepin, an antidepressant he’d been 
preseribed as a sleeping pill. 

He left a minor son; an underwear-model 
fourth wife; $100 million worth of homes in Bev- 
erly Hills, Malibu, Benediet Canyon, and Hawaii; 
and a eompany in disarray. 

In 2002 two private equity firms— W.H. Whit- 
ney and Golden Gate Capital— swooped in to 
take the eompany private, paying just $347 mil- 
lion. They went looking for a turnaround team to 
spruee it up and take it publie again. 

A headhunter approaehed Miehael Johnson, 
then in his 17 th year at Disney. He was known 
there as the “shake guy,” sinee he would often re- 
plaee breakfast or luneh with a blended eoneoe- 
tion of Odwalla, protein powder, and iee. 

“I basieally hung up on her,” Johnson reealls. 
“Like many people, I had an impression of Herb- 
alife that was not eorreet.” 

But the private equity guys promised him he 
would be in eontrol, stressed that it was about 
nutrition, and offered him a sliee of the eompany. 
(Sinee taking over, Johnson has made $163.5 mil- 
lion from the sale of stoek and options.) 

In April 2003, Johnson made the move. “It 
was very, very rough,” he says of the transition. 
“There were a lot of issues I didn’t understand. A 
language was spoken that I didn’t get.” 

Johnson tried to quiekly launeh a new produet 
without eonsulting the distributors. “It landed 
with a thud,” he reealls. He hadn’t understood 
the distributors’ power at the eompany. 

And they deeply mistrusted him. In the three 
years sinee Hughes’s death, four CEOs had al- 
ready eome and gone. The distributors’ attitude, 
Johnson reealls, was “Who’s this guy? What does 
he know? A lot of them felt that when the eom- 
pany went publie I would exit.” 

Distributors weren’t employees, so if they mis- 
behaved, they eouldn’t just be fired. The eom- 
pany eould annul their distributorship, but that 
meant forfeiting a business the distributor had 
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built over years. If expelled, the distribu- 
tor might take his whole downline— 
sometimes thousands of people— to an- 
other MLM. 

Johnson began learning about law- 
suits he hadn’t known about. One in- 
volved a “lead-generation” business, 
ealled Newest Way to Wealth, whieh was 
run by six distributors. Top Herbalife 
distributors ran several dozen sueh side 
businesses at the time. 

They worked like this. The business 
would run generie TV ads touting busi- 
ness opportunities where you eould 
“work at home.” The eontaet informa- 
tion for those who responded was then 
sold to lower-level distributors in the top 
distributors’ downlines. They, in turn, 
would eontaet the prospeetive reeruits 
and send them a video that showed tes- 
timonials of top distributors deseribing 
astounding wealth they had purportedly 
amassed in very little time and with no 
diseernible skills. 

If a prospeet took the bait, joining 
Herbalife, he’d then be told that, to ef- 
feetively eompete, he really needed to buy a series of business tools 
sold by the same business— leads, a merehant aeeount, a website, baek- 
offiee software— at what might be exorbitant prices. Often the recruit 
was also pressured to qualify quickly for the level-five distributorship, 
which meant buying around $3,000 worth of products in a month. 

Aside from the sleaze, the quick $3,000 purchase looked like in- 
ventory loading, characteristic of a pyramid scheme. It also typically 
rewarded the recruiting distributor with a quick $150 pop in his royal- 
ties (5% of $3,000), suggesting that maybe Herbalife was paying for 
recruiting after all— another red flag for a pyramid scheme. 

Herbalife shut down Newest Way to Wealth in 2002 , before CEO 
Johnson was hired, and reached a tentative settlement of the suit a few 
months after he got there. 

“There were practices that were taking place that were legal, but I’m 
not sure they fit what we wanted to be as a company,” Johnson says. 

That fall, he considered quitting. “I had some ideas in my head that 
maybe I wasn’t right for this job,” he admits. He went to see his mentor, 
Jerry Perenchio, who was then chairman of Univision. Perenchio asked 
him a series of rhetorical questions, Johnson recalls: “How many people 
get a billion-dollar platform? What’s your title over there? Who’s the 
captain of the ship? You can stick your tail between your legs and go 
back to Disney, or you can go in there and exercise your desires and will.” 

“I literally went back to the office that night,” Johnson recounts, “and 
wrote a business plan for the company.” 

The plan was about product, brand, image, and the business oppor- 
tunity. At the time less than 1 % of the product was being manufactured 
in-house. The company needed its own upgraded manufacturing fa- 
cilities, he felt, plus labs to ensure that the products really contained 
the herbs the labels claimed they did. (After investing hundreds of mil- 
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Herbalife nutrition 
club owner Edgar 
Montalban, shown in 
June 2013, prepares 
a meal-replacement 
shake in Queens, N.Y. 
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lions of dollars, the company today has both, 
manufacturing in-house 58% of its products.) 

To tout the brand, Johnson wanted to spon- 
sor sporting events, teams, and star athletes. (It 
now sponsors more than 200 of them, including 
Cristiano Ronaldo, the Portuguese soccer star.) 

To cultivate Herbalife’s image Johnson 
wanted to consolidate its then haphazard charitable giving into a foun- 
dation. (Today, through its Casa Herbalife program, the foundation 
runs 101 orphanages in 51 countries.) 

Finally, and most important, Johnson wanted changes in the way 
the business opportunity was pursued. That meant curbing some 
practices while also embracing positive ideas being urged by other 
distributors, he says. 

At a videotaped global management retreat in June 2005, viewed 
hy Fortune, Johnson appeared to walk a tightrope, discussing the need 
for these changes while trying not to alienate powerful distributors. 
“Those of you who have been around,” he said at the meeting, “know 
that lead generation is a source of many evils as well as a source of 
many opportunities. It puts distributors in debt up to their ears. 

“I don’t want to say all systems are bad because there are great sys- 
tems out there and they do great things,” he continued later in the 
speech. The problems arose, he said, “when that web system starts 
making false promises, claims, and hopes for product, for money, for 
recruiting, for customers, for pyramiding, all those things.” 

Johnson also wanted to embrace changes being urged by two top 
distributors, which were designed to reduce the high rates of turnover 
then being experienced among level -five distributors— those beginning 
to pursue the business. At the time nearly 75% of them were quitting 



after just a year. He wanted new distributors to 
be permitted to achieve level five more slowly 
and organically, so they wouldn’t have to buy 
$3,000 worth of products before they had any 
retail customers to sell them to. 

“In the old days,” Johnson explained at the 
2005 retreat, “distributors would say, ‘Go build 
that downline as soon as possible’... That works 
for very few people... That’s a lottery ticket. So 
the best way to build this business ... is to build 
it through retail and retention, and recruiting 
will come.” 

The company phased in changes. It rolled out 
its own online software tools, supplanting those 
sold by distributors. Herbalife charged less and 
could exercise control over content. 

Though it did not ban lead generation— 
“There’s nothing inherently wrong with leads,” 
company president Des Walsh insists in an in- 
terview— it phased in rules that were supposed 
to curb abuses. Over time, most top distributors 
exited that business. 

The rule changes easing the qualification hur- 
dles for level-five distributors were introduced on 
a test basis in Russia in 2007, and then globally 
in 2009. As a result, according to statistics pro- 
vided by Walsh, the percentage of U.S. level-five 
distributors staying more than a year improved 
from just 28% in 2002 to 55% when Ackman 
launched his campaign in 2012— to 58% today. 

Purchasing patterns also changed, these statis- 
tics show. Throughout the Johnson era, the size 
of the average purchase has been getting smaller, 
while the number of orders has been increasing. 

Though the impetus for the changes was ap- 
parently not regulatory, its impact could be. 
While inventory loading seemed like a plausible 
charge when new recruits were being pressured 
to buy $3,000 worth of products in a month, 
it seems less so in a company that, since 2007, 
has actually been exhorting new recruits to slow 
down their purchasing. 

"WE'RE THE CATALYST" 

In 2006 an Herbalife distributor introduced nu- 
trition clubs into the U.S., a concept that arose 
in Mexico. The way they worked was that a dis- 
tributor invited customers into a commercially 
leased space for a small admission fee, usually 
$5. The charge entitled the customer to con- 
sume on premises servings of three prepared 
Herbalife products: a shake, an aloe drink, and a 
tea. The club owner would monitor the custom- 
er’s progress toward his weight-loss goals, and 
the customers encouraged one another, as they 
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might at a Weight Watchers meeting. 

Herbalife CEO Johnson first heard about nu- 
trition clubs three years earlier, he says, when 
certain distributors were complaining about 
them. The critics thought they amounted to re- 
tail outlets, which are forbidden under Herbal- 
ife’s rules. (Retail outlets undermine any MLM’s 
structure by allowing the distributor who opens 
one to steal other distributors’ customers.) 

Johnson and Walsh went to look at a club in 
Zacatecas, Mexico. “I remember Des and I look- 
ing at each other,” Johnson says, “and thinking. 
What’s wrong with this? Daily customers? Daily 
consumption? A community model? They were 
celebrating people’s birthdays and weight loss, 
and the feeling was just incredible. I said, ‘Boy 
if this isn’t a potential future for our company I 
don’t know what is.’” 



WHY ALL PYRAMID 
SCHEMES EVENTUALLY FAIL 
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Nutrition clubs effectively allowed Herbalife to reach lower-income 
customers— because they required only a $5-per-day payment rather 
than, say, a $39-90 purchase of a 30-serving canister of Formula 1. 
Today there are about 6,000 nutrition clubs in the U.S., and more than 
35,000 in Mexico. 

They became particularly popular in Spanish-speaking communities 
of the US. As of 2009 about 64% of Herbalife’s US. distributors were 
Latino. (Today, according to the company, the percentage has dropped 
to only 36%— a figure Ackman scoffs at, asserting that it’s much higher.) 

As successful as the model was, not everyone was thrilled with it. 
Because the clubs let Herbalife sell its products and business opportu- 
nity to lower socioeconomic strata than had been previously possible- 
more vulnerable populations— a former financial journalist named 
Christine Richard found them to be diabolical. 

By the summer of 2011, indeed, Richard had concluded that a great 
deal was wrong with Herbalife. Above all, she thought, it was a pyramid 
scheme. Richard worked for the Indago Group, a research boutique 
that sold much of its work to short-sellers. Richard’s boss at Indago 
was Diane Schulman, a TV producer turned licensed investigator, and 
hedge fund types jokingly referred to the two as the Indago girls. 

When Richard first spoke to investors about shorting Herbalife, 
many were wary, she recounts in an interview. 
“But Christine,” she remembers skeptics tell- 
ing her, “what’s the catalyst? Why are regula- 
tors going to do something now if they haven’t 
done something in 30 years?” A catalyst is 
an outside force— a regulator, a journalist, a 
downturn in the business cycle— that exposes 
a dirty little secret at a company’s core, causing 
its stock to plummet. 

That wasn’t the response of Bill Ackman, 
who was also an Indago client. Though Ack- 
man usually takes long positions, he has oc- 
casionally placed short bets, and Richard had 
written a book called Confidenee Game about 
Ackman’s most remarkable one. In 2002, Ack- 
man took a massive public short position pred- 
icated on the audacious theory that the then 
triple-A-rated bond insurer MBIA— whose 
guarantees were propping up the ratings of 
countless other financial obligations that Wall 
Street was flogging across the globe— was cata- 
strophically overleveraged and destined to col- 
lapse. He doggedly maintained that thesis for 
five years, weathering ridicule, onerous car- 
rying costs, and even an MBIA-spurred New 
York State attorney general’s probe for stock 
manipulation (he was exonerated), before tast- 
ing sweet vindication in 2007- When the finan- 
cial crisis hit, MBIA failed, and Ackman’s fund 
made more than a billion dollars. 

When Richard took her Herbalife suspicions 
to him, Ackman recalls, she said, “Bill, I think I 
found the next MBIA.” 

His reaction, according to Richard, was not 




The simplest pyramid 
scheme is the chain 
letter. Suppose the 
initiator recruits five 
people to pay a sum 
to join. 

And each of these five 
finds five new recruits ... 

...who do the same. 

People at the top do 
well— but inevitably, 
lower tiers fail... 

... because by the 12th 
level, the scheme needs 
participation from 
nearly the entire U.S. 
population... 

... and by the 14th level, 
it would need more 
participants than planet 
earth can supply. 
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“What’s the catalyst?” It was, rather, “If 
this is a fraud, we’ll call it out. Were the 
catalyst.” 

Ackman had his staff start research- 
ing Herbalife. 

DAVID EINHORN PHONES IN 

In August 2011, Herbalife CFO John 
DeSimone got an email from a former 
employee who said he’d been contacted 
by Indago’s Schulman, who was asking 
odd questions. 

DeSimone looked Indago up online 
but didn’t get what it did. He called 
Schulman. She started asking ques- 
tions relating to one court’s interpreta- 
tion of the so-called Amway rules— the 
rules that all MLMs claim to follow to 
keep them from being considered pyra- 
mid schemes. 

“They were questions that I, person- 
ally, didn’t know enough to answer,” 
DeSimone says. He told her he’d put her 
in touch with a regulatory expert if she’d 
tell him what she was doing, he says. 
She declined, and the call ended. 

On March 23, 2012, Herbalife had 
an Investor Day event at a hotel in Los 
Angeles. At lunch afterward DeSimone 
went from table to table. At one, the 
woman next to him, who turned out to 
be Richard, started asking him similar 
questions. When he asked who she was, 
she told him she was doing research for 
the woman next to her, who was an ana- 
lyst for Greenlight Capital, David Ein- 
horn’s hedge fund. 

Einhorn is widely revered as perhaps 
the smartest investor on the Street. As 
DeSimone knew, he’d recently done a 
public short against Green Mountain 
Coffee. DeSimone left the table and 
alerted CEO Johnson. 

Einhorn was scheduled to speak at the 
Sohn Investment Conference on May 16, 
an annual event at which a number of 
top hedge fund managers “talk their 
book,” i.e., present their best ideas, short 
or long. The company realized he might 



be preparing a public short. 

After its May 1 earnings announce- 
ment, Herbalife executives took ques- 
tions by phone. Up popped David Ein- 
horn’s name in the queue. He didn’t fit 
the usual criteria— sell-side analysts or 
top 15 investors— but, on the fly, DeSim- 
one decided to take his question. If Ein- 
horn was contemplating a public short, 
DeSimone says, he felt that was materi- 
al information the public ought to have. 

“How much of... final sales are sold 
outside the network, and how much are 
consumed within the distributor base?” 
Einhorn asked. It was a variant of the 
same questions Richard and Schulman 



had been asking. 

Herbalife had no lawyer in the room. 
Walsh, the company’s president, an- 
swered: “We don’t have an exact per- 
centage, David, because we don’t have 
visibility to that level of detail.” He then 
estimated that “70%” of sales were out- 
side the network, which was wrong. He 
was thinking of one of the Amway rules, 
but it wasn’t apt. 

The mere fact that Einhorn was ask- 
ing probing questions was enough to 
torpedo Herbalife stock, dropping it 
20%, from $70 to $56. 

On May 16, the day of the Sohn Con- 
ference at Avery Fisher Hall in Lincoln 
Center, Herbalife executives gathered in 
a conference room at their headquar- 
ters in the L.A. Live complex, just across 
from the Staples Center. They had al- 
lies inside the hall with open phone 
lines. One of Einhorn’s first slides read 
“MLM.” They braced. 

But Einhorn was just messing with 



their heads. MLM was also the ticker 
symbol for Martin Marietta, and Einhorn 
proceeded to present against the con- 
struction materials manufacturer. Herb- 
alife had dodged a bullet, and its stock 
shot up 15%, from $43 to close to $50. 

Which posed a quandary for Bill Ack- 
man. He’d been researching Herbalife 
since the summer of 2011, and when 
he heard Einhorn’s questions on May 1, 
he’d started deploying a short position 
that day. He assumed he “could ride 
Einhorn’s coattails,” he tells me in one 
of our interviews. “We didn’t want to be 
the public face of this.” 

Then Einhorn never surfaced. Ack- 
man deliberated for months whether 



then in November.” 

In late October and, again, in late No- 
vember, says Herbalife’s DeSimone, he 
was alerted to unusual “put” activity— 
a type of options contract that short- 
sellers buy— on Herbalife stock. Most 
of these put buyers were effectively bet- 
ting that the stock would drop markedly 
sometime before Dec. 21, 2012, the date 
when those options would expire. 

When CNBC’s Kate Kelly announced 
Ackman’s short position on the after- 
noon of Dec. 19, and that he’d be pre- 
senting his thesis the next day, the rea- 
son for the put activity seemed evident 
to Herbalife CEO Johnson. Fifty-five 
minutes after Kelly’s report, he called 
into CNBC by phone, his fury evident. 

“This isn’t about Herbalife’s business 
model,” he said. “This is about Bill Ack- 
man’s business model... This is totally 
wrong what’s taking place ... This is bla- 
tant market manipulation.” (Ackman 
says he’d purchased no put options at all 
in Herbalife at that stage. He had sim- 
ply borrowed common stock and sold 
it— the conventional short position.) 
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I to go public, he says, preparing possible 
presentations. “My goal was to make 
one in July. And then in September, and 

ACKMAN’S PRESENTATION,” WROTE BRONTE I 
CAPITAL’S JOHN HEMPTON IN A BLOG POST. I 

^‘EXCEPT THE CONCLUSION.” I 
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"THE FERRARI, THE BENTLEY, OR 
WHATEVER" 

Ackman’s " Dec. 20 presentation was 
deeply disturbing. There was a lot about 
Herbalife that was suspicious. Its flag- 
ship product, Formula 1, though virtu- 
ally unknovm to Ackman’s audience, 
had recorded sales of $1.8 billion the 
previous year, surpassing those of Pal- 
molive and Clorox, and falling just shy 
of Gerber’s. 

It’s “the only $2 billion brand nobody’s 
heard of,” Ackman acidly observed. 

How could that be? His answer, of 
course, was that Herbalife’s product 
sales were just empty manipulations of 
the company’s compensation scheme, 
which revolved around recruiting. At 
one point Ackman’s principal analyst at 
the time, Shane Dinneen, asked, “Do we 
even know if any retail customers exist?” 

Furthermore, the company’s inter- 
national grovsTh— into 88 countries as 
of that point— evinced the desperate, 
exponential expansion of a pyramid 
scheme poised to collapse, he argued. 
What the company really sold in all 
these countries, Ackman explained, was 
not Formula 1 but a fictitious business 
opportunity. 

Then he played a creepy, officially 
produced Herbalife video. Doran An- 
dry, a chairman’s club-level Herbalife 
distributor, was leading a tour of his 
opulent Beverly Hills home. When he 
first joined Herbalife, Andry said in 
the video, he was working just “two 
or three hours a week,” and yet after 
his “very first calendar year,” his “in- 
come hit $350,000. In my second 
year, I turned 30 ... and our income hit 
$1.1 million.” 

“You know, it’s really amazing,” he 
continued. “I step out of the Ferrari, 
the Bentley, or whatever, and people 
go. What does that guy do for a living?’ 
And I go, T’m an Herbalife independent 
distributor,’ and people are absolutely 
amazed.” 

By Ackman’s calculations the chance 
of reaching president’s team was less 
than 0.04%. And even those who did 
had a median annual gross compensa- 
tion of only $337,000— nothing that 
could support Doran Andry’s lifestyle. 



The reality, Ackman observed, was 
that in the previous year (2011), accord- 
ing to the company’s ovm disclosures, 
Herbalife paid 88% of its distributors 
nothing at all. 

As troubling as the presentation 
was, some Wall Street observers were 
skeptical. 

The Doran Andry video had been 
made in 2003— nine years before Ack- 
man’s presentation. Subsequently, how- 
ever, CEO Johnson had started toning 
down such claims, voluntarily disclos- 
ing the average gross compensation 
the company paid its distributors and 
requiring that income testimonials in- 
clude disclaimers (at least in the U.S.) 
referring to that statement. (Ackman ar- 
gues that Herbalife’s average gross com- 
pensation disclosures are misleading. 
The FTC, for its part, does not require 
such disclosures, nor explain how com- 
prehensive they must be, if provided. A 
rule to mandate standardized MLM dis- 
closures was proposed in 2006, but the 
FTC dropped it in the face of opposition 
from the MLM industry.) 

At the time of the presentation, 
Herbalife was already a well-knovm 
name on Wall Street. It had enjoyed 12 
straight record quarters, and its stock 
had quadrupled in the previous two 
years. Many investors had done a ton of 
homework on it— or “due diligence”— 
and had reached markedly different 
conclusions from Ackman’s. Says one 
longtime major shareholder, who adds 
that he’d talked to at least 150 people 
familiar with Herbalife: “It’s a real 
product that helps fight a real-world 
problem,” i.e., global obesity. 

In addition, the showmanship of Ack- 
man’s event put some rivals off. Its scale 
and bravado struck some as “Einhorn- 
envy”— an attempt to outdo the master. 

Then there was the issue of timing. 
Ackman presented just 11 days before 
the end of the year, when hedge fund 
positions are marked to market for 
the year. His manager’s fees would be 
computed based on those numbers, so 
the temporary paper profits he’d make 
from his enormous Herbalife position 
would window-dress the lackluster 
year he was having in 2012. Given the 
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T^E SIEGE OF HERBALIFE 

holiday season, there was no way Herb- 
alife eould respond that ealendar year. 
In that eontext, the bit about Aekman 
foregoing personal profit struek some 
as disingenuous. 

Still other traders just thought short- 
selling any MLM was a fool’s errand, 
given their high eash fiow and the FTC’s 
longtime toleranee of them. On Christ- 
mas Eve, four days after the presenta- 
tion, Bronte Capital’s Hempton took a 
long position in Herbalife. He explained 
on his blog: “I am utterly eonvineed by 
everything in Bill Aekman’s presenta- 
tion— exeept the eonelusion.” (In an in- 
terview, Hempton says he now rejeets 
the presentation and believes Herbalife’s 
exeeutives are “highly ethieal.”) 

WHERE ARE THE VICTIMS? 

In January, Herbalife exeeutives eame 
to the Four Seasons Hotel in New York 
to give a 234-hour rebuttal presentation. 

As for the notion that Herbalife was 
desperately expanding into foreign 
eountries beeause of market satura- 
tion, the eompany had a simple an- 
swer: It wasn’t so. 

“In faet, 92% of our growth is eoming 
from mature markets,” Des Walsh said, 
displaying the statisties, with “less than 
4% eoming from new markets— exaetly 
the opposite from the pieture Pershing 
Square is trying to depiet.” 

Walsh then offered evidenee of eon- 
sumer demand while asserting the gen- 
uineness of the business opportunity. 

After Einhorn asked his questions 
in May, the eompany had had a repu- 
table eorporate survey firm, Lieber- 
man Researeh Worldwide, perform two 
2,000-person surveys. They reaehed 
nearly identieal results, estimating that 
elose to 6 million Ameriean households 
had used Herbalife produets during the 
previous three months and that 90% of 
those households were “outside the net- 
work,” i.e., no one who lived there was 
a distributor. (Purehases by people out- 



side the network are the best evidenee 
of eonsumer demand, beeause they ean’t 
be motivated by a desire to manipulate 
the eompensation plan.) 

While Aekman was eorreet that 88% 
of Herbalife distributors were not paid 
any eommissions by Herbalife in 2011, 
Walsh aeknowledged, that was beeause, 
as the eompany had always maintained, 
the lion’s share of distributors— levels 
one through four— join mainly to buy 
produets at a diseount, not expeeting 
to earn anything. While some do earn 
modest ineome from retail sales, sueh 
ineome isn’t ineluded in Herbalife’s 
gross average eompensation diselosures, 
sinee it isn’t money paid by Herbalife. 

His eontention was baeked by still an- 
other survey, he maintained, whieh had 
eoneluded that 73% of distributors join 
Herbalife “primarily” to buy produets 



at a diseount, ineluding 44% who said 
they joined “solely” for that purpose. 

People who did pursue the business 
eould really make it, Walsh insisted, 
though it did require very hard work. 
Unlike a pyramid seheme, where only 
the early entrants get rieh, Herba- 
life— then starting its 33rd year— was 
still minting new president’s team 
members eaeh year, with the numbers 
trending up, he said. In 2012 it had 
made 46 of them in the U.S., eompared 
with just 18 in 2005, aeeording to the 
data he displayed. 

One last sign that Herbalife had real 
eustomers, Walsh argued, was the low 
rate at whieh reeruits availed them- 
selves of the eompany’s buybaek poliey. 
Herbalife had long offered to buy baek 
90% of unopened produets for a year— 



the industry standard. In May 2012, 
seven months before Aekman’s attaek, it 
had bumped that up to 100%. (In 2013 
it would also begin paying return ship- 
ping eosts. Herbalife may now have the 
most generous buybaek poliey in the 
MLM industry.) 

If thousands of dollars worth of prod- 
uet were staeking up in distributors’ ga- 
rages, one would expeet disenehanted 
distributors to take advantage of the 
buybaek poliey. Yet the rate of buy- 
baeks was low and had steadily dropped 
throughout the Miehael Johnson years. 
It fell from 2.4% in 2002, before John- 
son arrived, to 0.35% in 2012, when 
Aekman struek— to 0.04% in 2014. 

Where were the vietims? 

That, indeed, was the question the 
eonsumer proteetion ageneies were ask- 
ing Aekman. 



like to speak to vietims.” 

Aekman believed vietims weren’t fil- 
ing eomplaints beeause they felt embar- 
rassed, felt guilty (for having reeruited 
others into the seam), or, in the ease of 
undoeumented immigrants, feared go- 
ing to authorities for any purpose. 

So he began to look for vietims. “The 
problem is,” he eontinues, “the Latino 
eommunity is not interested in talking 
to a hedge fund manager.” So he hired 
politieally eonneeted eonsultants, who 
approaehed eommunity organizations, 
like New York’s Hispanie Federation. 

“So the Hispanie Federation said, 
‘Look, we ean help you find the vietims 
through our loeal ehapters,”’ Aekman 
eontinues. “And we gave them a des- 
ignated amount of money speeifie just 
for the staffing required to help reeruit 
vietims.” He estimates that sum to have 
been $130,000. Later he gave addi- 
tional moneys direetly to loeal organiza- 
tions for the same purpose. He deelines 
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to estimate the total. At the same time 
he hired a raft of politieal eonsultants 
to find vietims and to approaeh state 
attorneys general and other publie offi- 
eials in California, Conneetieut, Illinois, 
Massaehusetts, Nevada, New Mexieo, 
and New York. 

"HE'S TRIED TO MAKE IT A 
CRUSADE" 

“I’ve really sort of had it with this Aek- 
man guy,” Carl leahn told CNBC’s Seott 
Wapner. It was late January 2013, and 
the famed aetivist investor, who was 
then reported to have taken a small 
stake in Herbalife, ealled into CNBC’s 
Fast Money Halftime Report at a point 
when Aekman was already on the line. 

“I went to a tough sehool in Queens,” 
leahn eontinued, “and they used to beat 
up the little Jewish boys. He was like 
one of these little Jewish boys, erying 
that the world was taking advantage of 
him.” leahn went on to reeount a dinner 
he onee had with Aekman after whieh, 
he said, “I eouldn’t figure out if he was 
the most sanetimonious guy I ever met 
in my life or the most arrogant.” 

leahn was giving his version of a 
deeade-old dispute that led to a nine- 
year litigation between Aekman and 
him. Aekman had prevailed, winning 
$9 million. 

Aekman responded in kind, asserting 
that leahn “is not an honest guy, and this 
is not a guy who keeps his word. This is a 
guy who takes advantage of little people.” 

As traders apparently tuned in to 
gawk at these titans mud wrestling, 
trading volume on the three major ex- 
ehanges dipped nearly 23%, aeeording 
to a CNBC analysis of Thomson Re- 
uters data. 

We now know that leahn started as- 
sembling a modest long position in 
Herbalife on the very day of Aekman’s 
2012 presentation. Three days after the 
spat, leahn started buying more. A lot 
more. In mid-February he diselosed a 
nearly 13% stake in the eompany. 

The support of leahn and his 
$37 billion vehiele, leahn Enterprises, 
was transformative for Herbalife. At 
the time, Aekman belittled leahn’s in- 
volvement as personal and impetuous. 



referring to leahn as a “baek-of-the- 
envelope” investor. 

“That’s nonsense,” says leahn in an 
interview with Fortune. “I thought the 
stoek was very undervalued,” he says. “I 
still do. All this [other] stuff is off-base 
and ridieulous.” 

“I’ve made up with him,” leahn notes, 
referring to his relationship with Aek- 
man today. “We’re friendly. But he got 
stuek in it, and he’s tried to make it a 
erusade.” 

Beyond the faet that one of the na- 
tion’s shrewdest investors had now 
shown eonfidenee in Herbalife, leahn’s 
involvement posed a teehnieal peril for 
Aekman: the short squeeze. 

A short squeeze is a feedbaek loop 
that oeeurs when excess demand for a 
stoek pushes the priee up, pressuring 
short-sellers to eover their positions, 
whieh requires them to buy stoek, whieh 
further pushes the priee up, and so on. 

As leahn eontinued buying— today he 
owns 18.4% of the eompany and has ne- 
gotiated effeetive eontrol over five of its 
13 board seats as well— the danger of a 
short squeeze was beeoming aeute. 

At the time the other biggest buyer 
was the eompany itself, whieh had long 
been pursuing stoek buybaeks as a eor- 
porate poliey. In January and February 
it bought baek stoek worth $160 million 
and began looking for finaneing to buy 
more than $1 billion worth more. 

Then fate granted Aekman a weird 
reprieve. It eame in April 2013, when 
the FBI photographed senior KPMG 
partner Seott London aeeepting an en- 
velope full of eash from a golf buddy at 
a Starbueks in the San Fernando Valley. 
London was quiekly arrested for insider 
trading: For years he’d been tipping off 
his friend about elients’ upeoming fi- 
naneial statements. (London pleaded 
guilty and, in April 2014, was senteneed 
to 14 months.) 

As it happened, London was the 
signing partner on two eorporations’ 
audits— Skeehers and, yes, Herbalife. 
Though KPMG had no reason to be- 
lieve anything was amiss with the state- 
ments, it said, London’s eonduet meant 
it had to withdraw approval for several 
years of finaneials for both eompanies. 
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T^E SIEGE OF HERBALIFE 

Without audited financials, Herbalife 
effectively couldn’t borrow, and it had to 
shelve plans for more buybacks. 

Herbalife hired Pricewaterhouse- 
Coopers and said it aimed to have the 
statements reapproved by the end of 
the year. 

Ackman set out to block that from 
happening. In late August he wrote the 
accounting firm a 52-page letter, rais- 
ing 10 categories of allegedly faulty ac- 
counting by Herbalife, as well as several 
potential conflicts of interests on Price- 
waterhouse’s part. In one of nine follow- 
up communications to the accountants, 
Ackman noted: “Let’s not forget that 
Arthur Anderson was destroyed rightly 
or wrongly by its perceived implicit ap- 
proval of Enron’s business. As such, I 
believe that history will judge PwC’s ap- 
proach to this important matter.” 

In December the accounting firm re- 
approved the financials anyway. 

“I was surprised,” Ackman says. “Price- 
waterhouse put themselves in a position 
where they will be one of the deep pock- 
ets when this thing goes down.” 

Meanwhile Ackman was trying to 
blunt the impact of Herbalife’s rebut- 
tal presentation of January 2013. He 
argued that Herbalife’s surveys, pur- 
porting to verify consumer demand, 
were too small to be authoritative. Since 
Herbalife’s rules require distributors to 
keep paper records of their retail sales 
in case of audit, Ackman demanded that 
Herbalife call in all those records from 
its 550,000 distributors and make them 
public. He even offered to have Pershing 
Square foot the costs. 

Herbalife declined the invitation— 
“untenable, impractical, and unre- 
alistic,” Des Walsh told me— but did 
perform additional, more extensive 
surveys and analyses. A masked, unbi- 
ased Nielsen survey of 10,525 people 
performed in May 2013 concluded 
that close to 8 million consumers had 
purchased Herbalife products over the 



previous three months, of which 87% 
were outside the network. And in June, 
a survey of 1,349 distributors, designed 
by former FTC economist Walter Van- 
daele, concluded, “An estimated 97% 
of the Herbalife product volume pur- 
chased by distributors represents retail 
sales for end-use consumption.” 

Later still, the company hired Joseph 
Farrell, who directed the FTC’s bureau 
of economics until just seven months 
before Ackman’s attack, to analyze dis- 
tributor purchasing patterns. In a 67- 
page report, previously unreported, he 
found “genuine consumer demand” and 
“no evident dependence on unsustain- 
able growth.” On the whole, purchase 
patterns were consistent with distribu- 
tors filling consumer orders rather than 



aiming for qualification targets. 

Investors were understandably skep- 
tical of any company-ordered surveys. 
So several funds did their own. One 
longtime major investor told me he 
commissioned a blinded, high-data- 
point, randomized survey asking a wide 
variety of questions. The results basical- 
ly lined up with Herbalife’s, he said. “Say 
what you will,” he comments, “you may 
think the stock’s overpriced, you don’t 
think it’s a good business opportunity, 
or whatever. It’s impossible to argue 
there isn’t a product.” 

This investor also said he wondered 
why Ackman, having spent $50 million 
on the campaign, hadn’t performed any 
surveys of his own. 

I asked Ackman this. “Surveys are 
notoriously unreliable,” he responds. 
There’s no substitute for seeing the dis- 
tributors’ actual retail records, he insists. 



THE FOUR SUPER-SIZE PUTS 

The year 2013 was all Herbalife’s. In 
July, George Soros’s fund disclosed a 
large stake in the company— one of the 
fund’s three largest holdings. While 
Ackman could discount Icahn’s involve- 
ment as personal, Soros Fund Manage- 
ment was known for deliberate research 
and had waited months before acting. 

Ackman hit back hard, telling the 
New York Post’s Michelle Celarier that 
he was “very disappointed” in Soros for 
“trying to profit on the backs of low- 
income Latinos,” and that he had writ- 
ten the SEC alleging improper attempts 
by Soros’s fund manager to collude with 
others at a pitch meeting. The charge 
appears to have gone nowhere. 

In any case, it was soon clear that 
other sophisticated investors were ei- 



Ackman launched his attack. In Sep- 
tember former Ralston Purina CEO Bill 
Stiritz took a big stake (and still owns 
about 7% today). Fidelity and Vanguard 
retained most of their preexisting stakes 
(now holding 13.8% and 4.6%, respec- 
tively), and Capital Research bulked up 
a previous holding (to almost 17%). 

By September 2013, Herbalife stock 
had climbed into the $70 range. To lim- 
it his fund’s exposure, Ackman began 
redeploying about 40% of his bet from 
short sales of stock into purchases of put 
options. This effectively maintained the 
short bet but placed the fund at less risk 
if the stock kept rising. 

Early in 2014, the contest seesawed 
back in Ackman’s direction, sending the 
stock price downhill. First, on Jan. 23, 
Sen. Edward Markey, a longtime con- 
sumer advocate, wrote long letters to 
the FTC and SEC urging inquiries of 
Herbalife. Shares in the company were 
walloped, plunging 10% to about $66. 
Ackman had met with Markey’s staff the 
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previous October— one of about 15 con- 
gressmen to whom he or his staff had 
spoken. 

Herbalife suspected, once again, 
market manipulation. According to its 
consultants, four “super-size” put trades 
had been made during the seven trading 
days preceding the Markey announce- 
ment. They affected 6.5 million shares, 
cost $63 million to buy, and increased 
in value by $22 million by the end of 
trading on Jan. 24. 

Markey’s press secretary declined to 
comment on whether the senator’s staff 
had given Ackman any inkling that he’d 
be vriting a letter. Remarkably, after 
the letter came out, Markey told the 
Boston Globe he hadn’t even known that 
Ackman was short-selling Herbalife at 
the time he signed it. 

“This whole market manipulation 
notion is absurd,” says Ackman, spill- 
ing out a litany of reasons why: He did 
not know when a letter would be com- 
ing out or whether it would be public; 
only one of the put trades was his, and it 
was part of the transition from his being 
short the stock to having put options; 
he’d have made more money on paper 
if he’d not made the switch; the put op- 
tions were long term, so not the sort of 
contract you’d buy to capitalize on an 
event; and finally, he never exercised 
any option to realize any profit. (Herb- 
alife complained to the SEC about these 
puts in March 2014, but the charge has 
languished.) 

The best news for Herbalife in 2014 
was a 4,400-word New York Times ar- 
ticle on March 10, which catalogued the 
sometimes covert and clumsy efforts 
of Ackman’s contractors and subcon- 
tractors to dredge up victims. Several 
cookie-cutter consumer complaints— 26 
of them, according to a later Wall Street 
Journal article— had been written to the 
Connecticut attorney general George 
Jepsen, for instance, but Jepsen told 
both papers he’d been unable to sub- 
stantiate a single one. When the Times 
tracked dovm the letter signers, some 
claimed not to remember having writ- 
ten them. One of Ackman’s paid politi- 
cal consultants had met with Latino and 
African-American community leaders to 



discuss the Herbalife threat vdthout dis- 
closing her connection to Ackman, and 
another had herself written a complaint 
to the FTC, again Avithout disclosure. 

To Ackman’s political consultants, 
their activities may have looked like a 
conventional, if cynical, “Astroturfing,” 
where a client’s agenda is made to look 
like a grass-roots movement. In the con- 
text of a short-selling campaign, how- 
ever, such conduct began to resemble 
securities fraud. The SEC has held that 
if you make claims about a company 
you’re trading in and then falsely pub- 
lish them under someone else’s name, 
that can be market manipulation, even 
if you believe the claims to be true. 

The Times article may have had alast- 
ing impact on perceptions of Ackman’s 
battle— drawing attention to the poten- 
tial excesses of activist short-selling— 
but its market impact was short-lived. 
That’s because three days later Herba- 
life disclosed that the FTC had opened a 
formal investigation into whether it was 
a pyramid scheme. Its stock plummeted 
17% before ending the day down 7-4%, 
at $60.57. 

Herbalife shares were further pum- 
meled in April when, in the space of six 
days, it was reported that the company 
was under investigation by both the 
U.S. Department of Justice and the Illi- 
nois attorney general. The bad news for 
longs got still worse in November, when 
Herbalife announced its third-quarter 
results. After 19 straight positive quar- 
ters, the company missed on both earn- 
ings and volume guidance. Its stock fell 
nearly 30% over the next two days, to 
$39.78. 

Herbalife blamed the poor results on 
foreign currency fluctuations and the 
short-term impact of some new distrib- 
utor rules. Ackman hailed the news as 
showing that Herbalife had exhausted 
its mature markets and that its modest 
efforts to curb fraud were crippling its 
ability to do business. 

Given its dire state, he predicted, 
banks would refuse to replace Herba- 
life’s $1.15 billion revolving credit line 
when it expired in early 2016. 

After the Times article exposed the 
scale and organization of Ackman’s 
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TjiE SIEGE OF HERBALIFE 

campaign, Herbalife went shopping for 
a communications strategist to lead a 
coherent response strategy. In August 
it hired Alan Hoffman, a former dep- 
uty chief of staff to Vice President Joe 
Biden, as executive vice president for 
global corporate affairs. (Hoffman had 
previously worked closely with Terrell 
McSweeney, another former high-level 
Biden staffer who is now an FTC com- 
missioner.) Then, in October, Herbalife 
hired former FTC commissioner Pamela 
Jones Harbour to head its 550-employee 
compliance department. Each hire rep- 
resented a vote of confidence for the 
company, as had, in late 2013, the ad- 



“I’VE REALLY 
SORT OF HAD 
IT WITH 
THIS ACKMAN 
GUY,” CARL ICAHN 
TOLD CNBC. 



ditions of two eminent Hispanics to the 
board: former surgeon general Richard 
Carmona and former undersecretary of 
state for human rights Maria Otero. (In 
April 2015, former comptroller of the 
U.S. Air Force Michael Montelongo also 
joined the board.) 

The year ended on an important up 
note for the company. In December a 
Los Angeles federal judge approved 
the settlement of a class action against 
Herbalife that had been brought on be- 
half of all 1.5 million U.S. distributors 
who had worked for it since 2009. 

Company critics had been projecting 
damages in the $700 million to $1 bil- 
lion range, but now the case was going 
away for just $17.5 million, of which 
$5 million would be awarded to the at- 
torneys. Though 93% of class members 
were personally notified of the suit, 
just 0.5% filed claims— embarrassingly 
meager even by class-action standards. 



The dismal result underscored the 
recurring question: Where were the 
victims? While Ackman had produced 
numerous individuals who appeared to 
have been taken to the cleaners by un- 
principled distributors, at the statisti- 
cal level the evidence just wasn’t jelling. 
(A group of 18 objectors— 16 of them 
supplied by a Waukegan, 111., activist 
who has been helping Ackman find vic- 
tims— is appealing.) 

"I HOPE YOU'RE LISTENING, 
MICHAEL" 

After his original presentation, Ack- 
man put on three more. But the sequels 
were largely duds, or worse, in the mar- 
ket’s eyes. 

In the second, in November 2013, 
four victims were interviewed. But they 
all described being victimized by a lead- 
generation business. It was one of just 
two that still existed in 2012, accounting 
for less than 1% of the company’s rev- 
enue, according to Walsh. In fact, the 
victims all said they’d been burned by 
an outfit that, as it happens, had been 
banned by Herbalife two weeks before 
Ackman’s attack. (The outfit was run, 
however, by a distributor who had also 
headed Newest Way to Wealth a decade 
earlier. At a minimum, it could be ar- 
gued, the company should have been 
watching him like a hawk.) Herbalife 
finally banned all lead selling or buying 
in June 2013. 

The third presentation, in April 2014, 
alleged that Herbalife’s methods of do- 
ing business in China violated Chinese 
law, which forbids MLMs. A tough slog, 
the presentation struck some as periph- 
eral to the pyramid-scheme allegation. 
They saw it as “thesis creep,” which, as 
one major investor commented to me, 
“is one of the worst things you can have 
in this business.” 

At the last event, in July 2014, Chris- 
tine Richard made a presentation on 
nutrition clubs. By this time she’d left 
Indago to form her own boutique, whose 
sole client was Ackman. After visiting 
more than 240 nutrition clubs in sev- 
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eral countries, she said, she had con- 
cluded that naive, often undocumented 
immigrants were being defrauded into 
something resembling indentured ser- 
vitude by predatory, distributor-led, 
company-countenanced training pro- 
grams. Trainees were allegedly being 
induced to generate artificial business 
for an existing nutrition club— drag- 
ging friends and family to show up, 
while shelling out money to pay for 
their shakes. 

About two hours into the presenta- 
tion, Ackman became choked up as he 
spoke of his own family’s humble im- 
migrant past. Wiping away tears, he 
said: “I’m a huge beneficiary of this 
country, okay? Michael Johnson is a 
predator, okay? This is a criminal en- 
terprise, okay? I hope you’re listening, 
Michael. And it’s time to shut the com- 
pany down.” 

Richard’s research was disquieting. 
But Ackman had fatally overhyped it, 
promising it would deliver the “death 
blow.” As soon as it became clear that 
there was no smoking gun, the stock 
began to rise. It ended the day up 25%, 
at $66.77— the stock’s largest single-day 
jump ever. 

Richard’s presentation was “nonsen- 
sical,” Des Walsh asserts. “The beauty 
of clubs is you could go in and sit in a 
corner and see for yourself. When you 
see police officers and firemen and the 
neighborhood barber, and mothers from 
the neighborhood come in with their ba- 
bies ... she would know it’s not true.” 

As part of its response to the FTC 
inquiry, the company commissioned 
two documentary filmmakers to make 
a movie about nutrition clubs. The 
hour-long film, previously unreported, 
depicts owners and participants at 
nine clubs in Miami, New York, and 
Los Angeles. Herbalife claims that it 
gave the documentarists a list of 30 
clubs in each city and then let them 
proceed from there on their own. The 
movie shows grateful patrons, thank- 
ful for the life-transforming weight loss 
they’ve achieved, and salt-of-the-earth 
club owners, from many ethnic groups, 
grateful to Herbalife for giving them a 
prideful alternative to washing dishes 



or cleaning other people’s apartments. 

^ More than onee, individuals thank 
Herbalife for saving their lives. 

/ 

THE ENDGAME 

This year, so far, momentum has eon- 
V tinued in Herbalife’s favor. The eom- 
pany resumed hitting its numbers in the 
first quarter of 2015. Then, in Mareh 
and again in April, the Wall Street Jour- 
nal reported that Manhattan federal 
proseeutors had interviewed some of 
Pershing Square’s eontraetors, probing 
possible false statements made to state 
attorneys general and in researeh un- 
derlying Aekman’s China presentation. 

“As far as I know,” Aekman told me, 
“nothing ever eame of it. We eertainly 
have never reeeived any subpoenas, and 
the DOJ has not expressed any interest 
in interviewing any of us about any of 
that stuff.” 

Aekman eounterpunehed in April, 
stating at a eonferenee that senior Herb- 
alife exeeutives had “hired or are looking 
to hire their own eriminal defense eoun- 
sel”— an allegation Herbalife eategori- 
eally denies. The eompany’s lawyers fired 
off another letter to the SEC alleging 
market manipulation— its third. At the 
same time, however, Herbalife diselosed 
in May that federal proseeutors had re- 
eently sought information from the eom- 
pany eertain distributors, and others re- 
garding their business praetiees. 

In April a eonsortium of banks ex- 
tended Herbalife’s revolving eredit faeil- 
ity, notwithstanding Aekman’s predie- 
tion that they wouldn’t. (“I think I was 
effeetively eorreet,” says Aekman. The 
banks required a paydown of debt, ex- 
tended the loan for only a year, and im- 
posed more onerous terms. “The banks 
want out ... in the worst possible way”) 

Herbalife CFO DeSimone says the 
eompany wanted a temporary eredit 
arrangement until the overhang of the 
FTC probe lifted, when it would be 
able to negotiate better terms. “If the 
banks wanted to get out,” he says, “they 
eould have done so and been fully paid 
in Mareh. Instead, all 10 banks— plus a 
new one— unanimously approved ex- 
tending the deal. It was a huge vote of 
eonfidenee for the eompany.” 



Herbalife’s latest quarter, announeed 
Aug. 5, brought still more positive num- 
bers, sending the stoek up 24% over the 
next three days, to $60.77- Now, after 
marketwide China-related eorreetions, 
it’s trading in the mid-50s. 

For him to break even on his bet, 
Aekman estimates, the stoek has to dip 
to the low 30s. Meanwhile he is paying 
about $100 million annually to main- 
tain his position, he aeknowledges. The 
Herbalife short position represented a 
3.7% loss for Pershing Square for the 
first six months of this year, the fund re- 
ported last month. 

At times during our eonversations, 
Aekman seemed to be preparing for 
the possibility that the FTC might 
elear Herbalife on the top eount: the 
pyramid-seheme rap that started the 
whole ball rolling. Still, he never be- 
trayed a hint that he might pull out. 

Whieh all makes one think baek to that 
bomber’s ejeetion seat standing so tempt- 
ingly in the eorner of one of Aekman’s 
eonferenee rooms. What would it take for 
him to push the red button at this stage? 

The truth is— and Herbalife hates to 
admit this— Aekman’s eampaign has 
already foreed a number of positive 
ehanges at the eompany: Herbalife has 
finally banned lead-generation busi- 
nesses; it has upgraded its buybaek 
poliey to best in elass; it has enhaneed 
its diselosures and diselaimers; and it 
has taken more responsibility for its 
nutrition elub training programs. It is 
quite possible that the FTC, thanks to 
Aekman’s pressure, will soon order ad- 
ditional eonsumer proteetions. 

The problem for Aekman is that im- 
proving the eompany wasn’t the goal. 
The goal was to destroy it. So for him all 
these small vietories add up to failure: a 
loss of money and a loss of faee. 

That, in turn, makes one wonder 
whether hedge fund managers with 
outsize egos, reputations on the line, 
and billion-dollar stakes make the best 
regulators. And whether, on the basis of 
their private, elosed-door deliberations, 
they should be senteneing publie eom- 
panies to death. fS 
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K elly douglas earned an 

online master certificate m 
applied project management 
from Viltanova University in 2010, 
paving the way for her position as an 
assistant vice president at Rabobank 
in Roseville^ Calif. So it was only logi- 
cal, she says, that when she needed to 
learn more about her new assignment 
involving data warehousing, this is 
where she returned. 

"1 had such a good experience with 
the first online course and found it so 
useful in my career," Douglas says. 
Last October, she enrolled in Villa- 
nova's online Business Intelligence 
Master Certificate program and again 
the payoff was immediate. "There 
were pieces of what I was learning in 
the course that I was able to apply 
to my day-to day work right from the 
start/' she says. ''I was able to ask bet- 
ter questions and learn from the other 
students in the course." 

Women still comprise less than 



40% of MBA students in the U.S., but 
a growing number of colleges and uni 
versities are offering executive educa- 
tion courses for women to boost their 
careers once they're in the workforce. 

Chert DeClercq, assistant dean for 
MBA programs at Michigan State Uni- 
versity's Eli Broad College of Business, 
says that as women's careers progress, 
many fall behind not only In pay but 
also in the opportunities they seek. 

"Ifs not about talent or ability: it's a 
confidence issue/ OeDercq says. 

To hetp reverse that, MSU offers 
an Executive Leadership for Women 
program designed for female profes- 
sionals who have beer^ in the work- 
force for at least eight years. The 
intensive four-day course focuses on 
negotiating, leadership strategies, 
effective networking, and personal 
brand building. For professionals who 
need the flexibility of an online course, 
MSU offers certificates in strategic 
leadership and management as well as 



Women comprise less than 40% of MBA students in the 
U.S., but a growing number of colleges and universities 
are oifering executive education courses for women. 



strategic negotiation. 

Duquesne University in Pittsburgh 
ranks No. 2 among top universities 
in the country for the percentage of 
women enrolled in an MBA program 
(65.5%), behind No. 1-ranked Univer- 
sity of North Carolina at Greensboro 
(65.9%). Still, according to Dean B. 
McFarlin, dean and professor of man- 
agement at the Palumbo-Donahue 
School of Business at Duquesne, 
more needs to be done. "Business 
schools can play a critical role in 
preparing women for senior leader 
ship positions when they focus on 
collaboration and provide students 
hands-on opportunities to tackle real 
problems, challenge convention, and 
overcome stereotypes/ he says. 

Duquesne develops ethical business 
leaders who possess an entrepreneur- 
ial mindset, understand sustainability 
principles, and know how to make 
change happen. Students enhance 
their practical wisdom through consult- 
ing projects, international fieldwork, 
innovative classes, and an engaged 
network of successful alumni. 

"An executive MBA distinguishes 
leaders and prepares them for suc- 
cess In the C-suite," says Leslie Petty, 
assistant dean of Wisconsin evening 
and executive MBA programs at the 
University of Wisconsin-Madi son's Wis^ 
consin School of Business. Wisconsin's 
20 month executive MBA offers team- 
based learning with global perspectives 
to provide the leadership and network- 
ing experiences working executives 
need to advance. Petty adds, Women 
executives benefit from the invaluable 
mentoring, networks, and resources of 
fellow leaders to ascend higher." 

Accordingly, the C-suite should be- 
come a sweat spot for women execs. • 
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AM RITA SAND HU, Director, ColUboraritm Services, Markic, chose 
the NYU Stem Executive MBA program for its rigorous curriculum and 
colLthtirative learning culture. She knew that the general management 
pnigram complemented by specialisations in strategy and global business 
would help her excel in her rote. A class of experienced peefs« from a 
diverse set of industries and countries, further confirmeJ that NYU Stern 
was the best choke for her. Contact us u>day to learn how you can bnn 
business leaders like Amnta. 
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Legal Leaders proudly presents the second annual edition of Women Leaders in the Law. 

The elite attorneys featured in this section have been peer-rated by Martindale-Hubbell®, indicating that 
they exhibit the highest level of professional excellence. 

As the number of women in the profession increases, so does the commitment for a diverse culture 
supportive of females in the legal industry. The attorneys featured here have demonstrated leadership in 
their fields as well as their communities. 

Should you need legal assistance, the attorneys found on these pages may provide the services you seek. 

We welcome and encourage your feedback. Please contact LegalLeaders@alm.com with your comments 
or suggestions. 



Stacy D. Phillips PROTECTING YOUR FAMILY MAnERS 



S tacy D. Phillips is a Certified Family Law Specialist, founder and Managing Principal of Phillips Lerner, 
a full-service family law firm in Los Angeles. Proud of her history of achieving notable results for her 
clients, Stacy knows that divorce and family matters change life's course. 

"Over the 30-plus years of my legal career, I have gained insight into how justifiably power- 
less, frustrated and out of control many people become when going through the divorce expe- 
rience," Stacy says. "I am constantly reminded that how we treat others, conduct ourselves, and 
communicate during difficult times can alter the path of our lives and the lives of others." 

Phillips Lerner's clients are predominantly high net worth individuals, many of whom are business 
owners, corporate executives and entrepreneurs. To successfully guide these clients through such 
emotionally charged matters, Stacy provides assertive representation and an uncompromising work 
ethic, fostering relationships based on trust and personalized attention. 

"I chose the complex area of family law because it provided me the opportunity to do the work I 
loved, with each case having a distinct heartbeat. My wish as a family law attorney is to make a positive 
difference by helping my clients get through an incredibly difficult time and also help them reshape 
their lives," she reflects. 

Stacy is especially mindful of advising clients to settle disputes reasonably, keeping children out of 
any legal, emotional or psychological wars. She truly believes that "no one is more vulnerable to 
becoming a casualty than the child who innocently gets pulled into a war." 

Stacy and her colleagues at Phillips Lerner have advanced the firm's ethos beyond the courtroom 
through many charitable endeavors. Each year since 1999, the firm's Adopt-A-Center Program selects 
a local non-profit organization that benefits women, families and children. The firm plans, underwrites 
and hosts an event specially tailored to the selected non-profit, in addition to raising funds and vol- 
unteering their time with the organization. 

"What sets us apart is that we're a firm with heart. We care deeply about our clients, our colleagues, the court system, and the community," Stacy says. 
"That compassion has truly made all the difference." 

Stacy D. Phillips is the author of "Divorce: It's All About Control. How to Win the Emotional, Psychological and Legal Wars," now in its 7th printing. 




2029 Century Park East, Suite 1200, Los Angeles, CA 90067 | 310.277.7117 | PhillipsLerner.com I ControlYourDivorce.com 
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Since its first day, FLH has built a reputation for excellence in intellectual 
property law, A key componer^t to that success has been the team of 
extraordinary women at FLH, The extensive involvefTient of FLH's women 
attorneys in the firm's practice is evident not only in the work done for our clients 
but also in the hrm*s participation in and leading sponsorship of the National 
Association of Women Lawyers, in addition, many of the firm's women attorneys 
serve as mentors to our summer associates, actively participate in the firm's 
recruiting efforts, and lead practice groups. 

All of FLH's attorneys and scientific advisors have the necessary advanced 
degrees, technical prowess, and legal experience to not only recognize and 
understand each client's unique business goals, but also to set a realistic end 
effective method of attaining the desired results. FLH is also home to a 
State-of-the-art mock courtroom, which provides its attorneys, especially younger 
associates, with the necessary practical experience to further their careers. The 
courtroom's streairiing capabilities allow clients from all over the world to remotely 
view mock presentations, direct and cross examinations, and opening and closing 
arguments. 

Our practice areas include antitrust, appellate, FDVregulatoryr Natch-Waxman, 
licensing, life sciences, litigation, patent prosecution, and trademarks/copyrights. 
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ATD MEDIATION & ARBITRATION, RA. 




Cindy Niad Hannah, Esq. is President and CEO of ATD Mediation & Arbitration, RA. 
She has mediated & arbitrated over 7,500 disputes since becoming a neutral in 1993. Her 
Alternative Dispute Resolution practice largely consists of complex commercial, class action, 
employment discrimination/FLSA, ADA, consumer fraud, wrongful death/personal injury 
and premises liability claims. She also concentrates on admiralty/Jones 
Act, banking/ collections, insurance coverage, construction delay/ 
defect, property damage, medical malpractice, healthcare and 
nursing home disputes. 

Cindy is a Florida Certified Circuit Civil & Appellate 
Mediator, a Panel Mediator and Arbitrator on the AAA/ 

ICDR Rosters, and is a Mediator on the U.S. District Court, 

Southern District of Florida’s Panel. Cindy has traveled 
nationally and internationally to resolve disputes. 

Cindy was honored to be voted by the Daily Business 
Review as one of the top three South Florida Mediators 
since the award’s inception in 2012, 2013 and 2014. She 
is also a member of JAFCO’s Board of Trustees, has twice 
been selected by the Boy’s and Girl’s Club as one of the 
100 outstanding Women of Broward County, previously 
served as a member of St. Thomas Law School’s Inns of 
Court and on the Executive Council of The Legal Aid 
Service of Broward, Inc. 



Scheduling & Communications Center 
10125 Emerson Street 
Ft. Lauderdale, FL 33076 
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ANGELA M. DOWDLE 

FAMILY LAW 

An accomplished family law 
attorney, Angela M. Dowdle has 
handled divorce, custody and 
other family law cases for over 
two decades. She is a formidable 
advocate for her clients, while 
keeping the best interest of the 
children in focus. 

Ms. Dowdle received her law 
degree from the University of Texas, and is also a 
Certified Public Accountant. In addition, Ms. Dowdle 
is a skilled Mediator, using her business expertise and 
legal experience to assist parties in settling all types 
of litigation. 

Ms. Dowdle served as Assistant District Attorney, 
Magistrate for the 33rd/424th Judicial District Drug 
Court, President of the Highland Lakes Bar Asso- 
ciation, as well as a speaker/panelist for the Highland 
Lakes CASA program. In addition to a private family 
law and mediation practice, Ms. Dowdle continues 
to take court appointments to represent children in 
foster care and is a past scholarship recipient of the 
Texas Supreme Court Children's Commission. 



ANGELA M. DOWDLE, PC 

Attorney at Law 
21 1 E. Jackson St. 

Burnet, TX 7861 1 
Ph: 512.756.9010 
www.angeladowdle.net 
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BARBARA M.PIZZOLATO 

ESTATE PLANNING 

For nearly three decades, 

Barbara M. Pizzolato has put 
her clients first. She has assisted 
thousands of families and business 
owners with their estate planning, 
trust administration, probate, and 
business planning needs. As their 
"lawyer for life," she establishes 
long-lasting, personal relationships 
with her clients. 

Receiving her Juris Doctorate from New York Law 
School (1987), she now practices in Florida (2002), New 
Jersey (1 987), and New York (1 988). Leaving a primarily 
litigation practice in Manhattan in 1993, she started 
her own practice in 1994. In 2002, she relocated her 
family and the main office, Barbara M. Pizzolato, P.A., 
to Southwest Florida, focusing on estate planning and 
business planning. 

Ms. Pizzolato is a member of WealthCounsel®, 
American Academy of Estate Planning Attorneys, 
American Bar Association, New York State Bar 
Association, Lee County Bar Association, Florida 
Association of Women Lawyers, Lee County Estate 
Planning Council, and Rotary South of Fort Myers. 

BARBARA M. PIZZOLATO, P.A. 

Attorney at Law 

12751 New Brittany Blvd., Suite 402 

Fort Myers, FL 33907 

Ph: 239.225.791 1 | Fx: 239.225.7366 
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Danica Little 



D anica Little is an accomplished attorney, CPA, and owner of Danica Little Law, PLLC in 
Charlotte, NC. 

Guiding clients through their legal matters and being their trusted advisor for life 
is Little's passion. "Client loyalty is driven by providing clients with top notch legal 
representation - it is important to always be your best and on top of your practice," 
said Little. She is a NC Board Certified Specialist in Estate Planning and Probate Law 
(a distinction held by less than 1% of NC attorneys) and is rated AV Preeminent® 
(Martindale-Hubbell's highest rating). 

As a highly respected Trusts and Estates Lawyer, Danica advises clients regarding estate plan- 
ning, special needs planning, estate administration, estate disputes, tax planning, trust adminis- 
tration, and business matters. Danica works with business owners, athletes, authors, lawyers, 
physicians, CPA's, executives, high net worth individuals, and families with special needs. She is 
licensed to practice law in NC and SC. Danica has published numerous articles on estate plan- 
ning, estate administration, estate, gift and income tax planning, and asset protection. 

Little served as President of the Charlotte Women's Bar and Chair of the Tax Section of the 
Mecklenburg County Bar. Little earned a Masters of Accountancy degree and a Juris Doctorate, 
Magna Cum Laude. She is a Certified Public Accountant (C.P.A.), Certified Management Accountant 
(C.M.A.) and Certified Financial Manager (C.F.M.). Danica 
was named "40 Under 40" by Charlotte Business Journal, 

"Women Extraordinaire" by Business Leader Magazine, 
and "Rising Star" by Thompson Reuters Super Lawyers. 




6000 Fairview Road, Suite 1200, Charlotte, NC 28210 
PH: 704.343.5633 | FX: 704.343.5092 
www.danicalittlelaw.com | danica@danicalittlelaw.com 
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Chaya Kundra - Kundra & Associates, RC. 



A n accomplished tax attorney, Ms. Kundra brings to the table powerful and assertive representation to solve federal, 
international and state tax issues and to prevent future tax controversies. In 1999, she founded the tax law firm 
Kundra & Associates, PC. Through the span of Ms. Kundra 's legal career, she has consistently focused on tax litiga- 
tion and tax controversy matters affecting U.S. businesses and individuals within and outside U.S. borders. Ms. 
Kundra has successfully litigated and settled numerous civil and criminal tax cases, resolved a number of tax audits, 
controversy matters and structured various business entities. 

1 Before starting Kundra & Associates, Ms. Kundra worked at the Office of Financial Enforcement, U.S. 
Department of Treasury, where she focused on money laundering issues and violations of the Bank Secrecy Act. Among 
Ms. Kundra 's professional honors are being included in Washington D.C. and Baltimore's Women Leaders in the Law for 
2012 and 2015, receiving the Best Lawyers Award for 2013, 2014 and 2015 as well as 2016 Edition of Best Lawyers in 
America in the area of Tax Law. She has been selected as a Woman of Outstanding Leadership for 201 5 by the International 
Women's Leadership Association. From 2013 - 2015, Ms. Kundra was recognized in Fortune's Women Leaders in the Law 
and received recognition from the National Association of Professional and Executive Women as "Woman of the Year" in 
Tax and Law for 2007, 2008 and 2015. In 2014, U.S. News & World Report included Kundra & Associates in Best Law Firms. 
Ms. Kundra was also awarded the National Association of Entrepreneurship's 2011 First Generation Entrepreneur of the 
Year, the Circle of Excellence in 201 1 and Super Lawyers in 2009. In addition, Ms. Kundra is also involved with organizations 
such as Green Peace, the National Geographic Society, and the American Civil Liberties Union. She is a Fellow of the 
American Bar Association and the Montgomery Bar Association. 

Ms. Kundra is a former chair and current member of the Employment Tax Section, Civil and Criminal Penalties Section 
for the American Bar Association. She is also a member of the Inns of the Court for the U.S. Tax Court and Co-Chair of 
Day One of the Maryland Advanced Tax Institute. Some of her additional professional memberships include the US Tax 
Court Inns of Court, the Civil and Criminal Penalties division of the American Bar Association, the National Asian Pacific 
American Bar Association, the Indian American Bar Association, the Tax Section for the Maryland State Bar Association, 
the Montgomery County Bar Association and the Maryland State Bar Tax Controversy Study Group. Finally, Ms. Kundra 
also gives time to the Montgomery and Prince George's County Tax Study Groups and is a member of the Women's Bar 
Association of Maryland. 



110 North Washington Street, Suite 406, Rockville, MD 20850, 
ph: 301.424.7585 | fax: 301.424.7047 | www.KundraTaxLaw.com 
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Houghton Vandenack Williams 

Attorneys at Law 

Mary E. Vandenack is founding and managing 
partner of Houghton Vandenack Wiiiiams. An 
originai founder of Parsonage Vandenack Wiiiiams 
in 2005, Mary led a successful merger with her 
former firm and Houghton Whitted Weaver in 2014. 

Vandenacks areas of expertise inciude tax iaw, high 
net worth estate planning, asset protection pianning, 
business succession planning, and tax-exempt entities. 
A noted legal speaker and writer, Mary is a commentator 
for the tax pubiication, Leimberg Services. 

Mary is recognized nationaiiy as a iegai innovator 
and technoiogist in addition to her success in her 
substantive practice areas. Mary was the recipient 
of the 2015 James i. Keane Memoriai Award, 
recognizing exceiience in e-iawyering and was 
recentiy nominated for the Coiiege of Law Practice 
Management innoVaction award, which recognizes 
extraordinary innovative efforts. 

Mary has been active in the nationai bar, serving the Law Practice Division as an Executive 
Councii Member and as Features Editor for the Law Practice Magazine. Mary is currentiy 
serving on the American Bar Association Futures Commission as weii as the Youth at Risk 
Advisory Commission and is active in the Reai Property, Trusts and Estates Section. 



17007 MARCY STREET, SUITE 3 OMAHA, NE 68118 
6457 FRANCES STREET, SUITE 100 OMAHA, NE 68106 
402.344.4000 | www.hvwlawyers.com 



BETSY A. FISCHER 

FAMILY AND ELDER LAW 

Betsy A. Fischer has 23 years 
of experience in handling family 
law matters. Betsy is not only a 
seasoned lawyer, but also a pub- 
lished author of the book entitled 
Divorce in Louisiana: The Legal 
Process, Your Rights, and What to 
Expect, demonstrating her depth 
of knowledge in this complex field. Betsy is a skilled 
negotiator and litigator, who represents individuals in 
all facets of domestic relations. 

She received her Juris Doctorate and Masters of 
Business Administration from Loyola University. 

Betsy is a member of the Children's Law Committee 
of the Louisiana State Bar and is certified to represent 
children in Child in Need of Care cases. She is a certi- 
fied family and juvenile mediator. 

Betsy strives to assist her clients going through 
divorces by providing support and clear direction in 
the sometimes complex journey through divorce. She 
finds both personal and professional satisfaction by 
encouraging, educating and empowering her clients. 

BETSY A. FISCHER, LLC 

3636 South 1-10 Service Road, Suite 216 
Metairie, LA 70001 
Ph: 504.780.8232 

www.louisianafamilyandelderlaw.com 





OUTTEN & GOLDENl^ 

is honored that three of its partners, 
Wendi S. Lazar, Kathleen Peratls, and 
Tammy Marzigliano, have been reoognized 
as “Women Leaders in the Law.” 

Outten & Golden focuses on representing individuals in employment, 
partnership, and related workplace matters. The firm counsels indi- 
viduals on employment and severance agreements, handles complex 
compensation and benefits issues (e.g., bonuses, commissions, and 
stock and option agreements), and advises professionals (e.g., accoun- 
tants, doctors, and lawyers) with contractual and strategic issues. It also 
represents employees with discrimination and retaliation claims based 
on sex, race, disability, national origin, religion, age, sexual orientation, 
and gender identity and expression, as well as retaliation, whistleblower, 
and contract claims. The firm’s many class and collective actions include 
claims based on gender- and race-based discrimination and violations 
of wage-and-hour laws or the WARN Act. 

Outten & Golden has nine practice groups; 

Executives & Professionals, Financial Services, Sexual Harassment 

& Sex Discrimination, Family Responsibilities & Disabilities 
Discrimination, Lesbian Gay Bisexual Transgender & Queer 
Workplace Rights, Discrimination & Retaliation, Whistleblower 
Retaliation, Class & Collective Actions, and WARN Act. 

outtengolden.com 

New York Chicago San Francisco 

From top to bottom: Wendi Lazar, Kathleen Peratis, Tammy Marzigliano 



EVA BRINDISI PEARLMAN 

PERSONAL INJURY 

Eva Brindisi Pearlman, practices 
in the field of civil litigation, 
with an emphasis on personal 
injury law. She has handled 
thousands of civil cases and has 
secured millions of dollars in 
settlements for her clients, many 
of which have been won through 
participating in alternative dispute resolution (ADR), 
such as mediations and arbitrations. 

She was born in Utica, New York. She graduated 
with a Bachelor of Science Degree in Accounting 
from LeMoyne College, Syracuse, New York and with 
a Juris Doctor Degree from University of Richmond 
Law School, Richmond, Virginia. After law school, 
she continued her education and graduated with a 
Masters of Law in Taxation (LLM) from University of 
Baltimore, Maryland, Graduate Tax Program. 

She was selected to the New York State Super 
Lawyers in 2011, after being nominated and evaluated 
by her peers as having attained a high-degree of peer 
recognition and professional achievement. 

BRINDISI, MURAD, BRINDISI & PEARLMAN, LLP 

2713 Genesee Street 
Utica, NY 13501 
Ph: 315.733.2396 
1.800.8LTB.LAW 

epearlman@bmbplawyers.com | www.bmbplawyers.com 
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MICHELLE F. RIDER, CPA, ESQ. 

COMMERCIAL AND BUSINESS TRANSACTIONS 

Michelle F. Rider, CPA, Esq. is a 
partner in the mid-Hudson Valley law 
firm of Catania, Mahon, Milligram & 

Rider, PLLC, with offices in Newburgh 
and Fishkill, New York. CMMR is 
a mid-sized firm with 23 attorneys 
handling a variety of practice areas 
(www.cmmrlegal.com; 845-565-1100). 

Ms. Rider heads the firm's trans- 
actional practice group and concentrates her practice 
in the areas of corporate law, commercial and finan- 
cial transactions and business succession planning. 
Michelle has substantial experience negotiating busi- 
ness mergers, sales and breakups. 

As a result of her previous public accounting and 
in-house experiences, she brings a financial and 
business perspective to her legal representation to 
provide a comprehensive advisory approach to her 
client's transactions and issues. 

Michelle is deeply committed to her community, 
serving as the current Chairwoman of the Board of 
Trustees of St. Luke's Cornwall Hospital and having 
served on multiple other local and regional boards. 



CATANIA, MAHON, MILLIGRAM & RIDER, PLLC 

1 Corwin Court 
Newburgh, NY 12550 
Ph: 845.565.1100x337 
Fx: 845.565.1999 
walshkm@cmmrlegal.com 



Rutkin, Oldham & Griffin, L.L.C 

Sarah ^allyOStark Oldham has more than 35 
years Experience working with families in Connecticut. 

Since 1988 she has focused on matrimonial law. Her 
partnership with Arnold Rutkin, which began in 1994, 
draws upon this extensive career, helping clients 
address the financial consequences of divorce while 
recognizing the psychological impact of the process 
on those involved. Her deep understanding of family 
issues goes far beyond her legal training. For a decade 
before she entered the practice of law, she was a school 
psychologist in various Connecticut public schools, as 
well as in private practice in Westport. At Rutkin, Oldham & Griffin, L.L.C, Ms. 
Oldham handles dissolutions of marriage involving complex financial, custody 
and visitation issues. She has lectured on topics as diverse as valuing stock 
options and complex executive compensation packages in divorce, the impact of 
addiction in custody battles, and the validity of prenuptial agreements in a world 
where most couples cohabit before marriage. She is also experienced in post- 
judgment matters, especially relocation cases. She is a recent past-president 
of the Connecticut Chapter of the American Academy of Matrimonial Lawyers, 
an organization dedicated to promoting professionalism and excellence in the 
practice of family law. 



5 Imperial Avenue, RO. Box 295, Westport, CT 06880 
Ph: 203-227-7301 | Fax: 203-222-9295 
www.rutkinoldham.com 




TAYLOR H. HALEY 

CIVIL LITIGATION, LAND USE AND ZONING 

With a state wide practice 
centered on the Georgia coast, 

Ms. Haley practices in the areas 
of land use and zoning, housing 
law, and civil litigation focusing on 
contract and real estate disputes. 

She also acts as an outsourced 
general counsel, managing all legal 
needs for businesses and families. 

Ms. Haley serves on Georgia's State Personnel 
Board (appointed by Governor Nathan Deal), the U.S. 
District Court, Southern District of Georgia's Court 
Advisory Committee, the University of Georgia School 
of Law's Alumni Council, and the State Bar of Georgia 
Committee on Judicial Procedure. She has been 
selected as a Super Lawyers/Georgia's Top Lawyer 
Rising Star from 201 2 to 201 5. 

Ms. Haley is admitted to practice in all courts in the 
State of Georgia, as well as the federal district courts 
in the Northern, Middle, and Southern Districts of 
Georgia, the Eleventh Circuit Court of Appeals, and 
the U.S. Supreme Court. 

COMPASS LAW GROUP, LLC 

300 Main Street, Suite 301 

St. Simons Island, Georgia 31522 

Ph: 912.268.4386 

Fx: 800.250.7761 

thaley@compasslawgroup.net 

www.compasslawgroup.net 
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Sheila Biehl □ 
Sheila Biehl, P.A. 

Sheila Biehl is an accomplished trial lawyer who 
is Board Certified by The Florida Bar as an expert 
in Business Litigation. This distinctive honor and 
certification received in 2011, demonstrates her expert 
knowledge in business litigation, her proven courtroom 
skills, and the respect of her peers. Attorney Biehl also 
holds Martindale-Hubbell’s highest AV Preeminent 
rating, a significant rating accomplishment. 

Attorney Biehl, a former shareholder in a large Florida 
law firm, established her own firm in March of 2000. She 
has many years of experience in complex commercial and 
business litigation, negotiations, mediation, arbitration, 
and trials in federal and state courts. 

In addition to her commitment to providing 
excellent legal services. Attorney Biehl has given back 
to her profession and community by having served in 
numerous leadership roles, including past president of 
the Martin County Bar Association, past chair for The 
Florida Bar 19th Circuit Grievance Committee, and past 
president of the Humane Society of the Treasure Coast. 

Sheila Biehl is passionate about providing 
appropriately aggressive legal representation that will 
skillfully and strategically navigate the challenges of our 
complex commercial and business world. 

815 SE Osceola Street 
Stuart, Florida 34994 

Ph: 772.223.5353 | E-mail: sbiehl@sheilabiehl.com 
www.sheilabiehl.com 




DIANE BALTZELLE MCWHIRTER 

PROBATE, BANKRUPTCY 

Diane Baltzelle McWhirter, a 
Florida native, has served Central 
Florida through her probate and 
bankruptcy law practice since 
1983. She graduated from Duke 
University and the University of 
Florida, Law School. 

Combining 32 years of litiga- 
tion experience with 24 years 
experience as a Florida Supreme Court certified Me- 
diator, Attorney Diane McWhirter's mediation training 
includes skill development in facilitating agreements 
using complex negotiations. 

In 2015, Diane McWhirter received the "Nation's 
Top One Per Cent" award from the National Asso- 
ciation of Distinguished Counsel. AVVO Lawyer Rat- 
ing Guide assessed her legal abilities as "superb." 
Martindale-Hubbell Peer review Rating System, 
classified her as "Distinguished" and "Highly Rated" 
in both her legal abilities and ethical standards. In 
2014, American Society of Legal Advocates named 
her as a Top 100 Bankruptcy Attorney for Florida. 
Diane McWhirter's client awards include the "10 Best 
2014 Client Satisfaction Award" from the American 
Institute of Bankruptcy Attorneys. 



DIANE BALTZELLE MCWHIRTER, ATTORNEY 

1 270 Orange Avenue, Suite C 
Winter Park, FL 32789 
Ph: 407.622.5222 

staff@dianemcwhirter.com | www.dianemcwhirter.com 




THE. KELSEY LAW FIRM 

iifCALiSf YfHt nrsmvr Gonn CtMinsn 



Ms. Kelsey is a 2015 BV Peer Review Rated attorney, having 
received recognition for her very high standards in legal ability 
and ethics. Ms. Kelsey obtained her undergraduate degree at the 
University of Maryland University College, where she graduated 
magna cum laude in 1988. Thereafter, she obtained her J.D. at 
Georgetown University Law Center in 1992 and was later admitted 
to practice law in Maryland, District of Columbia, Federal and 
Supreme Courts. 

She is a member of the District of Columbia, Maryland State, Prince 
Georgeia County and J. Franklyn Bourne Bar Associations, where 
she is currently serving her 4th term as Treasurer and Scholarship 
Committee Chair. 

For more than 20 years, she has practiced general civil law, 
including bankruptcy, collections, estate planning and administration, 
guardianship, workersQompensation and personal injury matters. She is also sole counsel to the Prince 
Georgeia County Department of Social Services Child Abuse and Neglect Appeals Division. 

Ms. Kelsey has presented to local and national attorneys through the DC, Womenls]& National Bar 
Associations and is scheduled as a faculty member in an upcoming webinar presented by the American 
Bar Association on September 22. 

Ms. Kelsey also holds a Real Estate Broker license and as an adjunct professor, she has taught real 
estate transactions, ethics, legal research and writing and bankruptcy in addition to assisting with the 
re-write of course modules following the major bankruptcy reform in 2005. 

Ms. Kelsey is committed to upholding the standards of the legal profession and has participated as 
a panel attorney for both the Maryland Judicial Nominating Committee (2007-2015) and as a Peer 
Review Attorney for the Attorney Grievance Commission (2003-2015). Ms. Kelsey also regularly assists 
the public by volunteering in court Alternative Dispute Resolution and local church pro bono events. 




North Oak Professional Park 
3034 Mitchellville Road, Bowie, MD 20716 
Ph: 301.390.9060 | Fx: 301.390.9080 | www.kelseylaw.net 



MS. LORALEE HUNT, ESQ. 

PERSONAL INJURY AND BUSINESS LITIGATION 

Ms. Loralee Hunt, Esq. practices 
law in Roswell, New Mexico. 

She focuses on representing 
individuals and small, family 
owned businesses. She has 
accomplished significant work in 
the area of contracts, wind leases, 
land purchases/sales, corporate shareholder/member 
disputes, as well as, personal injury litigation. She 
is a noted trial lawyer. She is AV Preeminent Rated is 
regarded as an "excellent ethical lawyer" with "great 
client communication, legal writing, and litigation 
skills" and a "gallant advocate for her clients." Specific 
to wind development, Ms. Hunt focuses her efforts 
on representing land owners and providing practical 
advice regarding land wind leases. Her office is 
located at Hunt Law, PC, 1 16 E. Country Club, Roswell, 
New Mexico 88201 and she can be contacted at 
(575) 623-1976 or by email loraleehunt@cableone.net. 

HUNT LAW, PC 

116 E. Country Club 
Roswell, New Mexico 88201 
Ph: 575.623.1976 
Loraleehunt@cableone.net 
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KIMBERLY A. HURTADO 

CONSTRUCTION LAW 

Kimberly A. Hurtado, CM-BIM, 
is the Managing Shareholder 
of Hurtado Zimmerman SC, 

Counselors at Law, and an Adjunct 
Professor at the Frank Lloyd Wright 
School of Architecture. Her practice 
is focused in the areas of domestic 
and international construction, 
real property development, and 
financing of public infrastructure and public-private 
partnership (P3) projects. Ms. Hurtado has served on 
the Governing Committee of the ABA Construction 
Forum, is a Fellow and served on the Board of 
Governors of the American College of Construction 
Lawyers, and is a member of the US Army Corps of 
Engineers Industry BIM Advisory Committee. She is 
named in the International Who's Who of Construction 
Lawyers, Litigation Counsel of America and Martindale- 
Hubbell's Bar Register of Preeminent Women Lawyers. 
She provides best practices advice on lifecycle Building 
Information Modeling (BIM), 3D printed structures, and 
sustainability/LEED® analysis, creating contracts that 
foster dispute avoidance and cost-effective project 
management. 

HURTADO ZIMMERMAN SC, COUNSELORS AT LAW 

10700 Research Drive, Suite 4 
Wauwatosa, Wl 53226 
Ph: 414.727.6250 | Fx: 414.727.6247 
www.hurtadozimmerman.com 




JANET JOHNSON 

CRIMINAL DEFENSE 

Janet Johnson is 

committed to aggressively 
defending people accused 
in all criminal matters in 
state and federal court. 

In practice since 1994, 
she is a member of the 
Florida Bar, The Federal 
Bar, The Colorado Bar, as well as the 
Florida Association of Criminal Defense 
Lawyers. She has been on the faculty 
of the FACDL "Blood, Breath & Tears" 
annual DUI seminar. Ms. Johnson appears 
as a legal commentator on CNN, HLN, 
GMA, Fox News. She has been awarded 
the very highest possible rating, the AV 
preeminent® rating from Martindale- 
Hubbell® and was named a fellow to the 
prestigious Litigation Counsel of America. 

JANET E. JOHNSON, RA. 

CRIMINAL DEFENSE ATTORNEY 
321 9 Atlantic Blvd. 

Jacksonville, FL 32207 
Ph: 904.634.8991 
janetejohnsonlaw.com 



SHEILA A. MILLAR 

ADVERTISING & PROMOTION, PRIVACY, DATA 
SECURITY AND DIGITAL MEDIA 

Sheila Millar counsels corporate 
and association clients on adver- 
tising, privacy, product safety, and 
other public policy and regulatory 
compliance issues. She works with 
clients to navigate the array of fed- 
eral and state requirements related 
to contests and sweepstakes. Ms. 

Millar has special expertise in all areas related to the 
sale, advertising and marketing of children's products, 
and has appeared at Federal Trade Commission (FTC) 
workshops on advertising literacy and children's privacy. 

Ms. Millar is a vice chair of the International 
Chamber of Commerce (ICC) Marketing and 
Advertising Commission, and chairs its Working 
Group on Sustainability. She has represented the 
ICC at intergovernmental meetings discussing 
environmental marketing. She is a frequent speaker 
and author, and is AV® Preeminent™ Rated by 
Martindale-Hubbell. 

KELLER AND HECKMAN LLP 

1001 G Street NW 

Suite 500 West 

Washington, DC 20001 

Ph: 202.434.4100 | Fx: 202.434.4646 

www.khlaw.com 



LAURA K. SCHILLING, JO, CPA, CSA & CFP® 

ESTATE ATTORNEY & WEALTH MANAGER 



Laura K. Schilling founded both 
Laura K. Schilling, Esq., CPA and 
CSA®, Estate Innovations, LLC, 
and Financial Innovations, LLC. 

Laura is licensed to practice law in 
both Georgia and Florida. Laura 
has been named in Georgia Trend 
Magazine as part of its Legal Elite 
for her legal work in taxes, estates, 
and trusts. She has also been 
named as a five time Five Star 
Wealth Manager Award winner by 
Atlanta magazine. Laura has been 
published in Forbes magazine 
as well as other magazines such as Best Self Atlanta. 
She also has taught a class for Bisk education for CPAs. 

Clients benefit from Laura's legal, accounting, and 
financial planning expertise. This diverse background 
enables her to review a client's financial situation from 
many different perspectives. 

Laura holds a BBA degree in accounting from Emory 
University and a J.D. from the Georgia State University 
College of Law, where she graduated cum laude. 

Laura has served on the board of directors of the 
Brookhaven Boys and Girls Club and is active in 
numerous civic and community organizations. She is 
a member of the Georgia Society of CPAs, American 
Institute of Certified Public Accountants (AlCPA), and 
the Georgia and Florida Bar Associations. 

Laura is well known for her active referral network 
of business professionals, enabling her to link clients, 
friends, and colleagues to valuable resources and 
services they need. 

A native of Long Island, NY, Laura has lived in Atlanta 
for over 25 years. She is active in both her children's 
lives, and enjoys museums, travel, and cultural events. 

Securities offered through Triad Advisors, Inc. Member FINRA/SIPC. Advisory ser- 
vices offered through Financial Innovations, LLC. Financial Innovations, LLC is not 
affiliated with Triad Advisors, Inc. 

LAURA K. SCHILLING, ESQ., CPA, CSA® 

Estate Innovations, LLC and Financial Innovations, LLC 
61 1 1 Peachtree Dunwoody Road, Suite F101 
Atlanta, Georgia 30328 
Ph: 404.458.0065 | Fx: 404.393.3063 

laura@estateinnovations.biz | www.financialinnovations.biz 
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DAWN B. DEBOER 

DIVORCE AND FAMILY LAW 

DAWN B. DeBOER has devoted 
the last 29 years to family law and 
related issues. She graduated 
magna cum laude from James 
Madison University and received 
her Juris Doctorate degree from 
the University of Richmond School 
of Law. 

Ms. DeBoer has been named a 
Virginia Business Legal Elite for more than ten years, 
and a SuperLawyer. She was appointed Commissioner 
in Chancery to assist Courts in overseeing equity 
matters, including divorce trials. 

Ms. DeBoer aggressively represents her clients on 
divorce, custody, support, and equitable distribution 
of property. She handles partnership and business 
valuations, and complicated marital estates. She 
strives to obtain a good result for her clients without 
the necessity of litigation. However, when the matter 
demands Court involvement, she fiercely advocates for 
her client's rights, utilizing her skills to zealously represent 
her clients. Ms. DeBoer's goal is financial security for her 
clients and the best interests of the children. 

LAW OFFICES OF DEANNA D. COOK, P.C. 

4101 Cox Road, Suite 300 
Glen Allen, VA 23060 
Phone: (804)273-6415 
Fax: (804)273-6419 
www.deannacookdivorcelaw.com 




KAHBD DYE-CHIEW 

IMMIGRATION LAW 

KahBo Dye-Chiew is an 
immigration attorney in Honolulu, 

Hawaii. During her 25 years of 
experience in this field she has 
earned the respect and admira- 
tion of her peers and her clients. 

KahBo has been selected by 
her peers for inclusion in The 
Best Lawyers in America in the 
field of Immigration Law annually 
since 2006. She was named Best 
Lawyers® 2014 Immigration Law 
"Lawyer of the Year" in Honolulu. 

She has been consistently named one of Hawaii's 
best immigration lawyers by Honolulu Magazine. Her 
law firm, established in 2008, has also been identified 
as a Tier I firm in Honolulu, Hawaii for Immigration 
Practice by U.S. News - Best Lawyers. KahBo was 
elected to serve as Chair of the Hawaii Chapter of 
the American Immigration Lawyers Association. She 
has been invited to make numerous presentations 
related to immigration law to the Hawaii Employers 
Council, the University of Hawaii, Hawaii Pacific 
University, and other professional, religious and 
community organizations. 

An immigrant from Malaysia who initially entered 
the United States as an international student, she 
is dedicated and committed to helping her clients 
realize their own dream of working and living in the 
United States. KahBo notes, "I am honored to have 
the opportunity to represent so many clients who 
have made and will continue to make unique and 
amazing contributions to the United States." 

LAW OFFICES OF KAHBO DYE-CHIEW 

City Financial Tower 

201 Merchant Street, Suite 2302 

Honolulu, HI 96813 

Ph: 808.542.5572 

kdyechiew@gmail.com 

www.immigration-hawaii.com 




SUSAN BDGART 

BUSINESS & COMMERCIAL 

The Law Offices of Susan Bogart 
provides personalized represen- 
tation to business and govern- 
ment leaders and managers and 
licensed professionals, including 
senior level executives, officers, 
directors, shareholders, partners, 
medical and healthcare professionals. Clients seek 
the firm's counsel when they need a high level of 
experience in complex litigation in the federal and 
state courts in civil and criminal matters. Ms. Bogart 
has many years of successful, high- profile, complex 
trial, investigative and appellate experience including 
as a former federal prosecutor, white-collar criminal 
defense and in employment laws including discrimi- 
nation and laws governing the duties of board mem- 
bers, officers and directors. The firm also negotiates 
employment agreements, severance packages and 
related documents. 

LAW OFFICES OF SUSAN BOGART 

Three First National Plaza 

70 West Madison St, Ste. 1400 

Chicago, IL 60602 

Ph: 312.214.3271 | Fx: 866.567.1199 

sbogart@susanbogart.com | www.susanbogart.com 




JANEHE G. LEDNIDDU 

CONSTRUCTION 



Janette G. Leonidou is a 
recognized construction litigator. 

A practicing attorney for more 
than two decades, she has been 
selected as a California Super 
Lawyer each year since 2009. She 
has also enjoyed Martindale- 
Hubbell's AV Preeminent rating 
since the late 1990s. 

Ms. Leonidou has litigated 
countless construction disputes relating to complex 
public and commercial works. The types of projects 
involved in the matters she handles include high- 
rise buildings, hospitals, auditoriums, pipelines, 
waste water treatment plants, highways, schools and 
museums. 

Her no-nonsense and creative approach has 
yielded multi-million-dollar results for her plaintiff 
clients and complete, no dollar paid defense results 
for clients against whom claims have been made. 
She is a highly sought after lecturer on construction 
issues and has served as President of the Board of the 
Legal Aid Society of San Mateo County and on the 
governing board for the Fund for Justice Endowment. 
Ms. Leonidou is a 1991 graduate of U.C. Hastings 
College of the Law, where she also was a teacher's 
assistant and worked as an extern for the Ninth Circuit 
U.S. Court of Appeals. 

LEONIDOU & ROSIN 

111 Cuesta Drive, Suite 200 
Mountain View, CA 94040 
Ph: 650.691.2888 | Fx: 650.691.2889 
www.lrconstructionlaw.com 




ELIZABETH A. HDRAN, ESQ., 

MEDICAL MALPRACTICE DEFENSE, 

TRUSTS, ESTATES, AND ELDER LAW 

Elizabeth A. Horan, Esq., a 
founding member of McHenry, 

Horan & Pilatsky, PLLC, (1983) 
of Oyster Bay, NY is an AV rated 
attorney. The firm specializes in 
civil litigation, defending medical 
professionals and facilities and 
represents both plaintiffs and 
defendants in other areas of 
General Liability. Graduating with honors from Vassar 
College, she received her J.D. from Hofstra Law 
School. She is admitted to the New York State Bar 
and multiple districts of the Federal Court system. 
She has successfully tried cases in the 5 downstate 
counties of New York and in Dutchess and Albany 
Counties. She has authored appellate briefs and has 
successfully argued before the Appellate Divisions 
in New York State. Elizabeth lectures on a variety 
of litigation topics at National, State and local Bar 
Associations and multiple medical seminars. She 
has an interest in Elder Law and Estate Planning. Ms. 
Horan is bilingual in English and Spanish. 

McHENRY, HORAN & PILATSKY, PLLC 

255 South Street 
Oyster Bay, NY 11771 

Ph: 516.921 .2525 
Fx: 516.921 .5697 
www.mchplaw.com 




FLDRENCE J. MURRAY 

CIVIL RIGHTS LITIGATION AND 
INJURY LITIGATION 

Florence J. Murray is a partner 
at the largest family-owned 
plaintiff law firm in the U.S.; Murray 
& Murray Co., L.P.A. Located in 
Sandusky, Ohio, the firm handles 
cases throughout Ohio in both 
state and federal courts, as well as 
national class actions. Along with 
her father, brothers, sister, and 
four cousins, Florence is a civil trial attorney dedicated 
to helping the injured. 

With Masters Degrees in both Special Education 
and Business, Florence is particularly well qualified 
for some of the more unique cases that she handles. 
She handles cases involving injuries caused from 
civil rights violations, including of educational rights 
for special needs students; sexual crimes committed 
against children; trucking and other motor vehicle 
collisions; and, negligent hiring. She also handles rail- 
road injuries and wrongful termination cases. 

Rated an AV Preeminent attorney by Martindale- 
Hubbell, Florence has also been designated a Rising 
Star by Super Lawyers for three consecutive years. 

MURRAY & MURRAY CO., L.P.A. 

1 1 1 East Shoreline Drive 
Sandusky, OH 44870 
Ph: 419.624.3000 
Fx: 419.624.0707 
vmw.murrayandmurray.com 
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PATRICIA C. FOSTER 

SECURITIES & INVESTMENT MANAGEMENT 

Patricia C. Foster, Esq. PLLC 
provides comprehensive legal 
services to the financial services 
industry. The firm's clients include 
registered investment advisers, 
broker-dealers and mutual funds. 

This boutique firm provides guid- 
ance on complex regulatory mat- 
ters with an emphasis on gover- 
nance, compliance and risk management. The firm 
assists clients in the development of corporate compli- 
ance programs based on a comprehensive risk assess- 
ment process, and provides guidance in connection 
with regulatory examinations. Ms. Foster assisted the 
National Society of Compliance Professionals (NSCP) in 
the development of its Certified Securities Compliance 
Professional (CSCP®) program, and is a recipient of the 
CSCP® designation. Ms. Foster frequently writes and 
speaks on issues relating to the investment manage- 
ment industry, and is a member of the Editorial Board 
of Practical Compliance and Risk Management for the 
Securities Industry, a Wolters Kluwer publication. Ms. 
Foster is a graduate of Syracuse University (B.A., M.A.) 
and the Syracuse University College of Law (J.D.). 

PATRICIA C. FOSTER, ESQ. PLLC 

1 70 Van Voorhis Road 
Pittsford, NY 14534 
Ph: 585.387.9000 

pcfoster@investmentlawny.com | www.investmentlawny.com 



PATRICIA KAY DUBE 

GENERAL CIVIL LITIGATION A 
INSURANCE MATTERS 

Patricia Kay Dube has 36 years 
of experience in handling general 
civil complex litigation in federal and 
states courts and arbitration pro- 
ceedings in areas that include com- 
mercial litigation, products liabil- 
ity, construction defect, professional 
malpractice, employment, maritime 
and transportation, insurance dis- 
putes and subrogation litigation. 

Fler practice includes handling of excess and reinsurance 
matters, negotiation of insurance contracts and manu- 
script provisions, negotiating complex cost sharing agree- 
ments, and related insurance matters on a domestic and 
international basis. She has experience in the London 
market and has represented foreign underwriters in evalu- 
ation and supervision of product liability claims of recog- 
nized international corporations throughout the world. 

Ms. Dube has consistently been rated AV 
Preeminent - Peer Review by Martindale-Hubbell 
for ethical standards legal ability since 1987. She has 
been a member of the Bar Register of Preeminent 
Women Lawyers for over 1 5 years. 

Ms. Dube currently practices throughout the state 
of Texas with Burt Barr & Associates, LLP out of the 
firm's offices in Dallas and Houston, Texas. 

PATRICIA KAY DUBE, P.C. | BURT BARR & ASSOCIATES, LLP 

203 East Colorado Blvd., Dallas, TX 75203 
Ph: 214.943.0012 | 713.225.2297 
Fx: 214.943.0048 

pkdube@bbarr.com | www.burtbarr.com 



BETH POLNER ABRAHAMS 

ELDER LAW AND ELDER CARE/ 
GUARDIANSHIP MEDIATION 

Beth Polner Abrahams is owner 
of the Polner Abrahams Law Firm. 

Her practice focuses on elder 
law, Medicaid planning, estate 
and special needs planning, 
guardianship proceedings, and 
mediation of elder care and 
guardianship disputes. Beth was 
admitted to the New York State 
Bar in 1982; she received her 
mediation training with, inter alia, 
the American Arbitration Association (Mediation) and 
Elder Decisions. 

Beth is an active member of the New York State Bar 
Elder Law and Special Needs Section, serving as co- 
chair of the Mediation Committee, and helping launch 
the Nassau County Bar Association's pilot project 
for mediation of contested New York guardianship 
disputes. She is a member of the Nassau Bar 
Association's Alternative Dispute Resolution, Trusts 
& Estates, and Elder Law Committees, and the New 
York State Bar's Dispute Resolution and Trusts and 
Estate Sections. She is currently Chair of the Advisory 
Council for Nassau/Suffolk Law Services Committee, 
a civil legal services program for low income persons. 
In 2009, Beth was recognized for pro bono civil legal 
work by the New York State Bar Elder Law and Special 
Needs Section. 

POLNER ABRAHAMS LAW FIRM 

350 Old Country Road, Suite 101 
Garden City, NY 11530 
Ph: 516.741.9175 

Beth@BPAbrahamsLaw.com | www.bpaelderlaw.com 






REGINA FOLEY 

MEDICAL MALPRACTICE, BIRTH INJURIES 

Serving others through law in a 
multitude of ways, Regina Foley is 
an accomplished attorney and a 
passionate advocate for victims of 
negligence. No matter the nature of 
the complex civil litigation, whether 
it is medical malpractice, product 
liability, trucking accidents or other 
forms of negligence, Ms. Foley has 
an exceptional track record in helping her clients. She 
was named a "Super Lawyer — Rising Star" by Philadel- 
phia Magazine in 2005, 2006 and 2007 and a "Super 
Lawyer" since 2011. 

Giving back and involvement in the community are 
part of Ms. Foley's fabric. She is a volunteer with the 
Support Center for Child Advocates and has continu- 
ally maintained active cases for over 10 years. 

Ms. Foley is active with the Philadelphia Bar Associ- 
ation, serving as Chair of the Solo, Small and Mid-Size 
Firm Committee and is a member of the State Civil 
Litigation Section, Women in the Profession, Medical- 
Legal and Professional Responsibility Committees as 
well as the Long Range Advisory Council. 

RAYNES MCCARTY 

1845 Walnut Street, 20th Floor 
Philadelphia PA 19103 
Ph: 1.215.568.6190 
Toll-Free: 1.800.535.1797 
rmfoley@raynesmccarty.com 



RENEE K. GUCCIARDO 

FAMILY LAW 

Renee K. Gucciardo, Attorney, 
with The Gucciardo Law Firm, 

PLLC, leads a team of legal pro- 
fessionals who are dedicated to 
resolving family conflicts as ami- 
cably as possible and provides 
personalized attention to each 
case pertaining to Divorce with 
minor children. Divorce without minor children. Cus- 
tody, Parenting Time, Child Support, and Step-par- 
ent Adoptions. Ms. Gucciardo has vast experience as 
a Prosecutor, which has led to a solid foundation with 
lawyers and judges. Renee is professionally affiliated 
with the Michigan State Bar Association, The MBA 
Family Law Section, The Oakland County Bar Asso- 
ciation and the Institute for Continuing Legal Educa- 
tion. In 2014 and 2015 Ms. Gucciardo was awarded 
the prestigious Super Lawyer designation. She has 
also been listed in the Marquise Who's Who list of 
Legal Professionals. 

THE GUCCIARDO LAW FIRM, PLLC 

30700 Telegraph Rd., Suite 1580 
Bingham Farms, Ml 48025 
Ph:(248) 723-5190 
Fx: (248) 723-5193 
www.gucciardofamilylaw.com 
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WHILE YOU WERE OUT 



Interview With a Lenuning 

Does the recent market turbulence signal that it’s time for them to dive off a cliff? Not yet. 
But they’re keeping a close eye on China. By Stanley Bing 



I HAD A CHAT WITH one of the senior 
lemmings in the business world the 
other day. Why? Beeause it’s pretty 
elear that it’s lemmings that move the 
markets, and very often people negleet 
to ask them the proper questions about 
how they see things. 

The lemming greeted me in the den 
of his burrow, a eozy plaee festooned 
with kniekknaeks. Very eomfy furni- 
ture. He was a small ereature, but as 
handsome and well turned out as a 
little rodent eould be. His neat fur suit 
was sleek and shiny, but his itty-bitty 
button eyes darted this way and that, as 
if watehing an imaginary tennis game. 

Lemmings are very nervous, as a rule, 
not only about what might go wrong but also about what 
might go right— whieh they won’t know what to do with. 

“You are a lemming,” I began. “I’d just like you to state that 
for the reeord.” 

“Yes. There’s nothing wrong with it. We have our way of 
looking at things, and for the most part things have worked 
out okay. There are eertainly a lot of us here to tell the tale.” 
Here he ehuekled good-naturedly to himself and briefly 
groomed his little whiskers. 

“What is it that you’re so nervous about all the time?” I 
inquired. “Many other ereatures don’t jump at every shadow.” 

“They’re probably right!” he exelaimed. “But we’re lem- 
mings! Lemmings always see the worst thing that eould 
possibly happen and then feel like it’s already happening. 

If that’s true, why shouldn’t we all just jump off a elilf? So 
we’re very afraid, pretty mueh all the time. And that drives 
our strategy.” 

“You would eall it a strategy?” 

“Certainly! It’s as good as any other!” He paused for a 
moment to serateh his ear very quiekly with his hind paw. 
“Sorry,” he said. “Bad habit.” 

“So, for instanee, what are you afraid of now?” I was al- 
most too seared to ask, and my eoneern was well founded. 

“China!” he exelaimed. “And Greeee and Puerto Rieo and 



Spain and ISIS and the eollapse of 
Europe and the Fed (no matter whieh 
way it goes) and the whole politieal 
situation. Goodness!” 

I eould see his tiny heart was beating 
fast, and his ears had turned an 
irideseent pink. “Oh my,” he panted. “I 
have a tremendous urge to fling myself 
off a preeipiee. I need to diseuss that 
with about a thousand other lemmings.” 
“That’s interesting to me,” I said. “Do 
you have aetual meetings with other 
lemmings? Or do you just ... all feel the 
same trepidations at one time and go 
bonkers and aet stupidly together?” 

“I think sort of the latter,” he said, 
lieking his front paw thoughtfully. 

“And where to now?” I asked. 

“Well, I don’t know,” said the lemming. “The truth is, we 
don’t think mueh about the future. Logieally, I’d say there’s 
every reason for optimism. The eeonomy is obviously getting 
stronger. Everybody wants to put their money in Ameriea. 

Hell, a $20,000 railroad shaek in the right loeation is worth 
a million dollars if a Russian oligareh or a Google exeeutive 
wants to live there. So I don’t really feel any big push in the 
lemming eommunity to find a elilf right this minute.” 

“But the next time a seary pieee of news pops up?” 

“Oh, we’ll freak out,” he said sadly. “We did in August. Al- 
most drove the entire world eeonomy over the edge. I’d like 
to say publiely, in this forum, that we’re all sorry about that.” 

He took out a minuseule handkerehief and shined his nose. 

I eould see he was deeply moved. “But we’ll do it again the 
first ehanee we get,” he added, and gave me an impish grin. 

I got out of there. But I thought it was an enlightening 
exehange. You’ve got to respeet the lemmings. They are who f. 

they are and they do what they do. The question for eaeh one i 

of us is whether we ehoose to follow them when they go nuts. 3 

If we have a ehoiee, that is. I’m not sure we do. “ 

o 

Follow Stanley Bing at stanleyhingxom and on Twitter ^ 

at @thebingblog. ^ 
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Power your enterprise 

with our most 

powerful processor 

Your office never really doses. Your team n^ds 
technology that keeps them productive. This e 
the Samsung Galaxy S6 edge. Equipped with 
3x more RAM than the iPhone 6^ and our most 
powerful mobile processor ever, we have created 
a superior platform to keep you working as fa^ 
as business demands. 



Ready For The Next Big Thing 



Visit samsung.com/gaiaxys6business 
to learn more 
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^ When will 

our devices think 
w for themselves? 



When we connected the phone to the Internet, the phone 




became smart. When our next inventions connect 
billions more things, life will be even smarter. 
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